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A lm o s t ten years ago, in 1973, the Arab oil 
embargo forced the United States to look more 
seriously at domestic sources of energy. In Mon 
tana, increased attention was turned to the large 
deposits of low-sulfur coal in the eastern portion of 
the state, which could be shipped out-of-state or 
converted directly into energy at on-site electric 
generating or synthetic fuel plants. As energy 
companies focused on the state there was concern 
that the nation's seemingly insatiable demand for 
energy would lead to runaway growth and impose 
serious economic and social costs on eastern 
Montana. Our purpose here is to use historic 
hindsight to examine the impacts of coal develop 
ment during the 1970s in eastern Montana.
Our analysis will focus on Rosebud County and 
will utilize only data which have already been 
collected. We chose Rosebud County fora number 
of reasons. First, Colstrip 1 and 2 electric generating 
plants, the only major coal conversion plants 
completed in Montana during the 1970s, are 
located in Rosebud County. Second, there are two 
sizable surface coal mines in the county. Finally, 
unlike the facilities near Decker in Big Horn 
County, the mines are not adjacent to the Wyoming 
border, and the problem of commuting workers 
and other “ spillover" effects is not significant.
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Reliance on secondary data may be somewhat 
limiting, since most of this information is collected 
for other purposes and may not be well suited for 
measuring the subtle impacts of energy-related 
development. On the other hand, because they are 
so large, the projects in Rosebud County are likely 
to be reflected in most data series.
The following sections examine the trends in 
population, labor market conditions, government 
spending and taxation, and other social indicators. 
In order to interpret these numbers correctly, we 
first describe the course of energy-related de 
velopment in Rosebud County during the 1970s.
The Setting
There were three separate phases to energy 
development in Rosebud County during the 1970s: 
the construction of two coal-fired electric 
generating plants (Colstrip 1 and 2); the operation 
of the plants beginning about 1975; and 
simultaneous with the construction and operation 
of the electric generating plants, significant expan 
sions at two large coal mines in Rosebud County. 
Some of the coal from these mines is burned in 
Colstrip 1 and 2 and a small coal-fired generating 
plant in Billings, but most is exported from Mon 
tana.
In order to sort out and chronicle the events in 
Rosebud County, employment in selected in 
dustries is graphed in figure 1. The construction of 
Colstrip 1 and 2 was, in terms of the number of 
persons, the most important energy-related pro 
ject. The extent of this project is easily seen in the 
data for construction employment. Though some 
activities began earlier, the number of contract 
construction workers did not exceed 100 until the 
fourth quarter of 1972. Thereafter, construction 
employment increased rapidly and reached a peak 
of 1,542 persons during the second quarter of 1975. 
The trend in employment then turned sharply 
downward and, for all practical purposes, construc 
tion was completed in the fourth quarter of 1976. 
These employment figures may, to some extent, 
understate the number of persons actually on the 
site because they include only the employees of the 
contractors and subcontractors and not the roughly 
50 to 100 employees of The Montana Power 
Company who were present at the site at one time 
or another.
Because of technical difficulties, we do not know 
the precise trend in operations employment at 
Colstrip 1 and 2 during the start-up phase and it is 
not included in figure 1. The Montana Power 
Company reports that when fully operational these
plants require about 220 workers. We may, 
however, imagine the graph for operations 
employment originating about the middle of 1975 
(when Colstrip 1 began operation), rising to about 
220 workers by the end of 1976, and then remaining 
relatively stable during the rest of the decade.
There are two major surface (strip) coal mines in 
Rosebud County, both located near the town of 
Colstrip. The first is the Big Sky Mine, owned by the 
Peabody Coal Company; its production rose from 
about 1.5 million tons in 1970 to about 2.5 million 
tons per year late in the 1970s. The other is the 
Rosebud Mine, operated by the Western Energy 
Company (a subsidiary of The Montana Power 
Company); production at this mine increased from 
about 1 million tons in 1970 to about 9 million tons 
in 1976, and then grew to more than 11 million tons 
in 1979. The Rosebud Mine provides all the coal 
consumed in Colstrip 1 and 2 generating plants and 
the Corette plant in Billings. Even so, most of its 
production is shipped to the Midwest. The nearby 
generating plants used roughly one-third of the 
mine's output during 1979. As shown in figure 1, 
combined employment at these two mines in 
creased from about 100 in 1972 to about 250 in 
mid-1973, and then stabilized at roughly 400 
workers in late 1975.
Total employment in Rosebud County is also 
graphed in figure 1, in order to put the three 
components of energy development (coal mining 
and generating plant construction and their 
operation) into perspective. Unfortunately, 
reliable figures are available only from the first 
quarter of 1975. Nevertheless, the graph for total 
employment clearly shows a peak of about 5,200 
workers during mid-1975, at the height of construc 
tion activity. In comparison, the Census o f Popula 
tion reported 1970 employment of about 2,300 
workers. After the peak, there was a sharp 
downward trend to a trough of about 3,500 workers 
in the first quarter of 1977. Finally, the trend 
reversed and total employment rose to 4,200-4,600 
workers during 1978 and 1979. We do not have a 
complete explanation of this rebound, but most of 
the increased jobs appear to have been in retail 
trade and services, and may reflect a delayed 
reaction to the growth in the basic sector of the 
economy.
Despite the data problems, the employment 
trends allow rather precise identification of the 
phases in energy-related activities in Rosebud 
County. The predevelopment phase ended in 1972. 
The construction phase began in 1973 and ended in 
1976, coinciding with the building of Colstrip 1 and
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Construction Employment, Coal M ining Employment, and 
Total Employment 
Rosebud County 
1970-1979
Sources: Construction employment figures were supplied by The Montana Power Company. Other figures 
are from the Employment Security Division, Montana Department of Labor and Industry.
2 electric generating plants. The post-con 
struction—or operations—phase began in 1977. For 
the most part, we will conclude our analysis with 
1979 because the construction of Colstrip 3 and 4 
started in 1980, thus beginning another construc 
tion phase. We will, however, utilize 1980 statistics 
in a few instances because the census data collected 
in that year provide an accurate benchmark.
Population
Population statistics for counties must be inter 
preted cautiously. The decennial Census o f Popula 
tion provides reliable data for 1970 and 1980. 
Figures for intervening years are estimates made by 
the U.S. Bureau of the Census based on a variety of 
secondary data sources, such as school en 
rollments, births, deaths, automobile registra 
tion, and social security records. Because of certain 
technical features of this estimating method, it may 
not be accurate for areas experiencing rapid 
population change—such as Rosebud County. For 
tunately, however, the U.S. Bureau of the Census
conducted a special census in Rosebud County 
early in 1976, during the construction phase for the 
electric generating plants. The estimates for 
Rosebud County incorporate the benchmarks 
provided by this special census and, even though 
there is still the possibility of error, this greatly 
improves their reliability.
Annual population data for Rosebud County 
during the 1970s are presented in table 1. The 
figures for 1970 and 1980 are the census counts 
taken during those two years, while the values for 
1971 through 1978 are intercensal estimates which 
incorporate the 1976 special census in Rosebud 
County. The U.S. Bureau of the Census has not 
released county population estimates for 1979. 
Population statistics are also presented for Mon 
tana and the five counties which along with 
Rosebud County constitute the Miles City Labor 
Market Area (LMA) as designated by the Montana 
Department of Labor and Industry: Carter, Custer, 
Fallon, Powder River, and Treasure. These five 
counties are similar to Rosebud County—that is, 
they are rural and oriented toward agriculture— 
except they did not experience significant energy-
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Table 1
Resident Population, Rosebud, Carter, Custer, Fallon, 
Powder River, and Treasure Counties, and Montana 
1970 to 1980 
(In Thousands of Persons)
1970 1971 1972 1973 1974 1975 1976 1977 1978 1979a 1980
Rosebud County 6.0 6.1 6.4 6.9 7.8 9.7 9-9 9.9 9.8 ------ 9.9
Carter County 1.9 1.9 1.9 1.9 1.9 1.9 1.8 1.8 ' 1 ”8 -----  1.8
Custer County 12.1 12.0 11.8 11.8 12.1 12.1 12-9 13.1 12.9 -----  13.1
Fallon County 4.1 4.1 3-9 ' 3-9 3.9 4.0 4.0 4.0 4.0 3.8
Powder River 
County 2.8 2.7 2.5 2.3 2.3 2.4 2.5 2.4 2.4 ------ 2.5
Treasure County ' 1.1 ; 1.1 1.2 1.2 1.2 1.2 1.2 1 .2 1.2 —— 1.0
Tota l, five  
counties 22.0 21.8 21.3 21.1 21.4 21.6 22.4 22.5 22.3 -----  22.2
Montana 69*4.0 709-7 718.8 728.1 736.8 746.0 755,2 765.7 780.0 -----  786.7
S o u rce : U .S . Bureau o f  th e  Census.
a N ot y e t  re le a s e d .
related development during this period.1 Trends 
for Montana and the other counties will be used to 
put into perspective the figures for Rosebud 
County and assist in identifying the impacts of 
energy-related development.
The construction phase is clearly shown in the 
population data for Rosebud County. During 1970 
and 1971, the population remained relatively stable 
at about 6,000 persons. The number of residents 
then began to grow; the figure was 6,400 in 1972 
and 6,900 in 1973. During 1974 and 1975, at the 
height of construction, the population was es 
timated at 7,800 and 9,700 persons, respectively. 
Unlike employment, the population of Rosebud 
County did not decline after the peak in construc 
tion activity. Instead, the figures stabilized; there 
were 9,700 to 9,900 residents in Rosebud County 
between 1976 and 1980. Variations of 200-300 
persons are well within the margin of error for 
these estimates.
Further research is needed to determine the 
reason for the divergent trends in population and 
employment. Population remained stable but total 
employment declined by almost 1,500 workers at 
the end of construction. We may speculate,
’Coal is also mined in Treasure County. The Absaloka mine in 
the Sarpy Creek area is operated by Westmoreland 
Resources and produced roughly 4 million tons per year 
during the late 1970s. The mine is located near the Big Horn 
County line and most of the impact is probably felt in Hardin.
however, that the population did not decline 
because the coal miners and operations workers at 
the plants, who arrived after 1975, brought their 
families with them, in contrast to construction 
workers who may have lived by themselves in 
temporary quarters, or who commuted from other 
counties.
The population growth in Rosebud County was 
significant by any standard. The increase from 6,000 
in 1970 to about 9,900 in 1980 represents an increase 
of approximately 65 percent, the greatest of any of 
Montana's fifty-six counties. During the same 
period, the number of Montanans rose about 13 
percent and the combined population of the five 
other counties remained stable. In absolute terms, 
the population increase in Rosebud County was 
less than four thousand persons, representing 
roughly four percent of the 92,700 increase in 
Montana's population. In other words. Rosebud 
County accounted for only a small part of the state's 
total population growth during the 1970s.
In summary, the population of Rosebud County 
increased by about 4,000 persons because of 
energy-related developments during the 1970s. 
The increase in population coincided with the 
construction of the electric generating plants; 
unlike employment, however, there was no 
decrease in the number of residents when the 
construction was completed.
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Table 2
Number o f Unemployed Persons and Unemployment Rates, 
Rosebud County, Five Counties, and Montana 
1970 to  1979
Rosebud County 
Unemployed persons 
As percentage o f  
la bo r fo rce
1970
84
3.1
1971
81
3.0
1972
85
3.2
1973
100
3.2
1974
118
3.6
1975
169
3.3
1976
259
5.8
1977
271
6.9
1978
264
5.9
1979
231
5.0
Five coun ties , t o ta l8
Unemployed persons 260 287 309 296 313 359 317 427 476 375 
As percentage o f
la b o r fo rc e  2.9  3.2  3.4  3.2  3.2 3.7  3.2  4.2  4.3  3.5
Montana
Unemployed persons 11,850 13,500 13,890 14,620 16,720 20,600 20,000 22,000 22,000 19,000 
As percentage o f
labo r fo rc e  4 .3  4.8 4.8  4.8 5.2 6.4 6.0  6.4 6.0 5.1
Source: Montana Department o f  Labor and Indus try , unpublished data, Helena, 1981.
a
C arte r, Custer, Fall'on, Powder R iver, and Treasure counties.
The Labor Market
The sizable increases in employment were one of 
the most obvious effects of energy-related 
development in Rosebud County. But, only a 
partial analysis of the local labor market is possible, 
because of the lack of accurate data for some of the 
key sectors. There are, however, reliable figures for 
the number of unemployed and for retail trade 
earnings and employment, and we may use these 
data in order to assess some of the impacts on the 
labor market in Rosebud County.
Unemployment
Unemployment data are often used as a general 
indicator of labor market conditions. Table 2 
presents unemployment statistics for Rosebud 
County, the five other counties in the Miles City 
LMA, and Montana. Only the totals for the five 
other counties are represented because there are 
too little data for several of these counties for 
reliable analysis.
Looking first at Rosebud County, we see an 
upward trend in the number of unemployed. 
Between 1970 and 1972, which was prior to 
construction, the number of unemployed averaged 
81 to 85 persons. During the 1973-76 construction 
phase, the number of unemployed more than 
doubled, from about 100 persons in 1973 to 
approximately 259 persons in 1976. This figure rose
further to 271 persons in 1977, but then declined to 
264 persons in 1978 and to 231 persons in 1979. The 
greatest increase in unemployment occurred 
between 1975 and 1976, when it rose by almost 100 
persons, and corresponded to the decline in 
construction employment.
The unemployment rate (unemployment as a 
percentage of the civilian labor force) in Rosebud 
County also drifted upward, rising from the 3.0 to 
3.3 percent range early in the decade to more than 
5 percent in the late 1970s. But, unlike the 
number of unemployed, the unemployment rate 
did not increase during the first portion of the 
construction phase, indicating that the 1973-75 rise 
in unemployed persons was roughly proportional 
to the growth in the labor force. There was a sizable 
increase in the unemployment rate to 5.8 percent in 
1976, coinciding with the end of construction. The 
rate continued upward to 6.9 percent in 1977; 
however, the number of unemployed rose by only 
12 persons between 1976 and 1977, implying that 
the increase in the unemployment rate may be 
mostly attributed to the decrease in the labor force. 
Finally, the figure declined to 5.9 percent in 1978, 
and then to 5.0 percent in 1979.
The secular rise in unemployment in Rosebud 
County cannot be solely attributed to energy- 
related development. Similar trends were also 
present in the data for Montana and, to a lesser 
extent, the five counties. Statewide, the national 
business cycle has an effect on the unemployment
i
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“ The sizable increases in 
employment were one of the 
most obvious effects of energy- 
related development in 
Rosebud County.”
rate and the cyclic downturn in 1975 may have 
caused statewide unemployment to rise that year. 
Nevertheless, a persistent upward tendency is 
noticeable; Montana's unemployment rate aver 
aged less than 5 percent prior to 1974 and greater 
than 5 percent in 1975 and thereafter. In the five 
other counties in the Miles City LMA, the 
unemployment rate consistently averaged several 
percentage points less than the state figure; but, a 
lower than average unemployment rate is often 
characteristic of rural agricultural areas, where a 
disproportionate share of the population may be 
unpaid family workers on farms and ranches, who 
are not counted in the unemployment statistics. 
Even though it is not as obvious as in the statewide 
data, there was also an upward trend in the 
unemployment rate for the five other counties; the 
unemployment rate varied from 2.9 to 3.4 percent 
between 1970 and 1974, while the corresponding 
range for the 1975 to 1979 period was 3.2 to 4.3 
percent.
Changing demographic characteristics of the 
population may have been an important contribu 
tion to the rise in unemployment, which was 
occurring not only in Montana but also nationwide 
during the 1970s. Many of the young people born 
during the postwar years entered the job market for 
the first time during this period. This led to a 
disproportionately large number of young and 
unskilled workers in the labor force, and this group 
often has above-average unemployment.
What do all these numbers mean? Unemploy 
ment in Rosebud County definitely increased 
during the 1970s. Part of the rise may be attributable 
to general trends occurring throughout the region, 
but a sizable portion was probably associated with 
energy-related development. Early in the 1970s, the 
unemployment rate in Rosebud County averaged 
about 3 percent, approximately equal to the figures 
in the five other counties in the Miles City LMA. By 
the end of the decade, the rate in Rosebud County 
was about 5 to 6 percent, well above the corre 
sponding figures for the five counties and roughly
equal to the statewide average. We may speculate 
that energy-related development transformed the 
Rosebud County labor market from one which was 
indistinguishable from other rural agricultural 
areas to one which is less dependent on agriculture 
and more typical of nonagricultural areas in 
Montana. In any case, the magnitude of the change 
should be kept in mind. From 1975 to 1976, the 
number of unemployed in Rosebud County 
averaged about 256 persons, as compared to an 
average of about 83 persons between 1970 and 
1973. In other words, whatever the cause, average 
unemployment in Rosebud County increased by 
only 170 persons during this decade.
Earnings and employment in retail trade
A local economy is often divided into basic and 
derivative sectors in order to analyze economic 
growth. Basic industries are those which are 
influenced by factors outside the area and inject 
new funds into the local economy. Derivative 
industries primarily serve the local population, and 
are thought to respond to changes in basic 
industries. In this section we will take a closer look 
at the changes in derivative industries in Rosebud 
County.
Increased employment in construction, coal 
mining, and electric generating plants are examples 
of growth in Rosebud County's basic industries. 
Due to the technical problems mentioned earlier, 
we cannot measure total basic employment; 
neither are there comprehensive statistics for all 
the derivative industries. There are, however, 
reliable figures for retail trade, which accounts for a 
significant share of the derivative sector. The trends 
in retail trade are particularly instructive because 
these firms are often locally owned and the new 
jobs may be filled by current residents. In other 
words, changes in this industry may reflect the 
reactions of local businesses to the growth in the 
basic industries.
Retail trade earnings and employment for 
Rosebud County, the five counties, and Montana 
are presented in table 3. As with unemployment, 
only a total is reported for the five other counties in 
the Miles City LMA. In Rosebud County, retail 
trade employment increased sharply during the 
construction phase, declined slightly at the com 
pletion of construction, and then rose moderately 
during the operations phase. There were about 196 
retail trade employees in 1970. This figure rose to a 
peak of 390 workers in 1976, declined slightly to 320 
in 1977, turned upward again in 1978, and stood at
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3% workers in 1979. Therefore, retail trade 
employment almost doubled between 1970 and 
1976, declined moderately, and then returned to 
the 1976 peak by the end of the decade.
Retail trade employment also rose during the 
1970s in Montana and the five counties. In the five 
counties, retail trade employment in 1976 was 
about 8 percent greater than in 1970, while the 1979 
figure was about 19 percent above that at the start 
of the decade. Statewide, the number of jobs in 
retail trade rose about 28 percent between 1970 and 
1976, and roughly 47 percent from 1970 to 1979. The 
increases in the comparison areas were not as great 
as in Rosebud County, suggesting that energy 
development was responsible for some but not all 
of the growth in retail trade employment.
Real average earnings per worker (correcting for 
inflation) had almost identical trends in Rosebud 
County, the five counties, and Montana. Specifical 
ly, with the exception of normal year-to-year 
variations, the real earnings of retail trade 
employees remained stable during the 1970s. 
Employees in Rosebud County consistently earned 
less than their counterparts in the comparison 
areas. Annual earnings ranged from about $3,150 
(1972 dollars) to roughly $3,600 (1972 dollars) in 
Rosebud County; the corresponding range was 
$4,300-$4,500 (1972 dollars) in the five counties and 
$4,500-$5,000 (1972 dollars) for Montana.
What do these figures for retail trade mean? First 
of all, the disproportionate increase in retail trade 
employment in Rosebud County indicates that the
derivative sector of the economy responded to the 
increases in the basic industries. Secondly, the 
stability of real earnings suggest that this expansion 
was not accompanied by significant increases in 
labor costs for local businesses. Finally, even 
though it is speculative, the trend in real earnings is 
consistent with local persons filling many of the 
new jobs, since migration of workers into an area 
is usually thought to require above average wages.
Local Government Revenues and 
Expenditures
This section examines the impact of energy-related 
development on taxing and spending by local 
governments. Levels of taxation will receive the 
most attention, because the data for local govern 
ment spending are very difficult to interpret. The 
expenditures reported by local governments 
(which are summarized by the Montana Depart 
ment of Community Affairs) do not clearly dis 
tinguish between operations and capital items. 
Because the local governments are relatively small, 
one-time expenditures for capital items (such as a 
new building or swimming pool) may dominate the 
spending totals for certain years and mask the trend 
in operations expenses. Further, local governments 
receive a sizable portion of their revenue from 
federal and state sources (such as federal revenue 
sharing) and other sources (licenses and fees) and 
their spending may not reflect the tax burden 
placed on residents.
Table 3
Total Employment and Average Annual Earnings 
in Retail Trade, Rosebud County,
Five Counties, and Montana 
1970 to 1979
1970 1971 1972 1973 1974 1975 1976 1977 1978 1979
Employment3
Rosebud County 196 217 243 282 320 376 390 320 370 396
Five counties, 
to ta l° 1,228 1,209 1,229 1,296 1,228 1,259 1,332 1,275 1,389 1,467
Montana 38,131 39,310 41,670 44,669 42,461 45,185 48,980 49,351 55,703 56,079
Annual earnings
(1972 d o lla rs )
Rosebud County $3,375 3,252 3,144 3,358 3,374 3,489 3,532 3,570 3,460 3,488
Five counties, 
to ta l” **,362 4,386 4,475 4,492 4,321 4,492 4,407 4,400 4,340 4,367
Montana $4,718 4,770 4,852 4,829 4,638 4,590 4,576 5,041 4,543 4,565
Source: Montana Department o f Labor and Industry , Emplloyment Securi ty D iv is io n .
? Includes wage and sa lary workers covered by unemployment Insurance. 
bC arte r, Custer, Fa llon , Powder River and Treasure counties.
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Table 4
Total and Per Capita Expenditures by County Governments, Rosebud, 
Carter, Custer, Fallon, Powder River, and Treasure Counties, 
and Total for A ll Montana Counties 
1974 to 1979 
(In Thousands of 1972 Dollars)
1974 1975 1976 1977 1978 1979
Rosebud County 1,313 1,626 1,704 2,158 2,868 3,575
Per cap ita  (d o lla rs ) 168 168 172 218 293 366
Carter County 421 646 674 621 671 827
Custer County M 5 3 1.771 1,921 2,175 1,914 1,832
Fallon County 771 1,425 1,263 1,154 1,073 1,107
Powder River County 729 837 1,275 1,828 1,719 2,313
Treasure County 192 217 176 251 222 272
T o ta l, f iv e  counties 3,266 4,896 5,309 6,029 5,599 6,351
Per cap ita  (d o lla rs ) 153 227 237 268 251 284
T o ta l, a l l  Montana counties 79,242 87,777 96,882 103,655 96,164 98,836
Per ca p ita  (d o lla rs ) 108 118 128 135 123 126
County expenditures
Table 4 presents the expenditures by county 
governments in Rosebud County, the five other 
counties in the Miles City LMA, and the total for all 
counties in Montana for the fiscal years 1974 to 
1979. These figures include only the direct spend 
ing by county governments; excluded are the 
trust and agency accounts—such as school districts 
and special improvement districts—for which the 
county simply acts as a financial conduit. Unfor 
tunately, we do not have data for the early 1970s 
because the Montana Department of Community 
Affairs began compiling these statistics in 1974, well 
after the start of the construction of Colstrip 1 and 2.
Looking first at Rosebud County, we see that total 
expenditures grew from $1.3 million (1972 dollars) 
in 1974 to $3.6 million (1972 dollars) in 1979, a rise of 
roughly 170 percent. On a per capita basis. Rosebud 
County expenditures also increased significantly, 
but at a slower rate; the rise from $168 (1972 dollars) 
in 1974 to $366 (1972 dollars) in 1979 corresponds to 
a growth of 118 percent.
County expenditures in the other counties of the 
Miles City LMA also experienced sizable increases 
during this period. Total spending rose from $3.3 
million (1972 dollars) in 1974 to $6.3 million (1972 
dollars) in 1979, a 95 percent increase; the 
corresponding per capita rise was from $153 (1972 
dollars) to $284 (1972 dollars), or 84 percent.
Statewide, the increase in county government 
spending was more moderate; total expenditures 
were up 12 percent, from $79.2 million (1972 
dollars) in 1974 to $98.8 million (1972 dollars) in 
1979, and per capita spending grew 16 percent, 
from $108 (1972 dollars) to $125 (1972 dollars) 
between 1974 and 1979.
There were sizable increases in total and per 
capita expenditures by Rosebud County between 
1974 and 1979, and these increases exceeded those 
statewide and in the other counties in the Miles 
City LMA. During 1978 and 1979, per capita 
spending in Rosebud County was significantly 
greater than the average for all Montana counties 
and in the five comparison counties. There were, 
however, some one-time expenditures by Rosebud 
County during 1978 and 1979, such as building a 
new jail; these are included in the totals, and 
overstate the actual increase in operational expen 
ditures.
County tax rates
Turning next to the revenue side of the ledger, 
table 5 presents the countywide mill levies for the 
six counties in the Miles City LMA. These figures 
include only the levies which provide taxes to 
support county government, and not school 
districts, special improvement districts, and other 
taxing jurisdictions.
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Source: Montana Department o f Community A f fa irs  (Helena, Montana), unpublished data, 1981.
Note: T rust and agency expenditures are excluded. Figures re fe r to  f is c a l years ending on
June 30 o f the year ind ica ted.
“ There were sizable increases in 
total and per capita 
expenditures by Rosebud 
County between 1974 and 1979, 
and these increases exceeded 
those statewide.”
The downward trend in property tax rates in 
Rosebud County is a sharp contrast to the 
increases in expenditures. This implies that growth 
in government expenditures has not been borne by 
the existing property taxpayers. There is not 
sufficient time here to examine all the reasons for 
reduction in mill levies, but the decreases in 1975 
and 1976 correspond with the completion of 
Colstrip 1 and 2 generating plants and suggest a 
rapid expansion in the tax base during this period.
In Rosebud County, the countywide mill levies 
display a clear downward trend. Between 1971 and 
1974, prior to construction and early in the 
construction phase, they varied between 45 and 55 
mills. In 1975, the levy declined to about 34 mills, 
and then declined further to the 22-25 mill range 
during the 1976 to 1980 period—with the exception 
of the 16 mills that were levied in 1978.
The decreasing property tax rate in Rosebud 
County is in sharp contrast to trends in the other 
counties in the Miles City LMA; all experienced 
sizable increases in mill levies. During 1971, the 47 
mill levy in Rosebud County was slightly less than 
the 49 mill levies in Carter and Custer counties, but 
well above the low figure of 25 mills in Powder 
River County. By 1980, the 25 mills levied in 
Rosebud County was roughly one-third of the rate 
in Carter County (72 mills) and also well below the 
figure for Powder River County (33 mills), which 
was the lowest among these counties.
Mill levies for cities and towns
Some local governments may not be as fortunate as 
Rosebud County because they may experience 
impacts of energy development without a cor 
responding increase in their sources of revenue. 
For example, the city of Forsyth has no coal mines 
or generating plants within its taxing jurisdiction; 
but, it is the trade center nearest to Colstrip, and 
may have felt some of the indirect effects of energy 
development. In order to investigate this possibili 
ty, table 6 presents property tax rates in Forsyth 
during the 1970s. As a comparison, the correspond 
ing mill levies for all the other incorporated cities 
and towns in the Miles City LMA are also reported 
(figures for Colstrip are not included because it is 
not incorporated). Also, in order to put the tax rates 
into perspective, population figures for 1970 and 
1980 are shown for each city and town.
The mill levies in Forsyth experienced a steady 
upward drift during the 1970s. They averaged about 
48 mills during the 1971-73 period, then increased 
to about 55 mills in 1974 and 1975, and finally rose to
Table 5
M ill Levies for County Government, Rosebud, Carter, Custer, 
Fallon, Powder River, and Treasure Counties 
1971 to 1980
1971 1972 1973 1974 1975 1976 1977 1978 1979 1980
Rosebud County 46.91 54.55 45.44 45.94 34.38 24.05 22.12 16.47 25.63 25.16
Carter County 48.70 54.00 54.90 57.60 52.40 55-50 61.50 58.50 70.50 71.90
Custer County 48.82 50.14 51.98 51.61 45.14 49.74 55.57 50.69 58.27 59.75
Fallon County 31.02 33.13 33.69 34.78 30.49 32.13 36.52 36.29 32.85 36.90
Powder River County 24.60 25.35 35.35 38.75 28.75 32.35 26.40 34.25 22.35 33-21
Treasure County 33-00 32.25 33.80 33.50 46.00 51.82 46.40 44.70 47.89 59.69
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Source: Montana Taxpayers A ssocia tion , Montana Taxation , (Helena, Montana).
Note: M il l lev ies  were in force fo r the f is c a l year ending June 30 o f the year lis te d .
“ The typical resident in 
Rosebud County probably paid 
less in property taxes as a result 
of energy development.”
the 65 to 69 mill range for the remainder of the 
decade; this represented an overall increase of 
about 38 percent between 1971 and 1980. Despite 
the increases, the tax rates in Forsyth compare 
favorably with those in the other major com 
munities (more than 500 residents) in the Miles City 
LMA. During 1971, the 47 mill levy in Forsyth was 
exceeded by those in Baker (57 mills), Broadus (59 
mills). Miles City (58 mills), while only Ekalaka had a 
lower rate (38 mills). In 1980, the picture had not 
changed; the rate was 65 mills in Forsyth, about 92 
mills in Baker, roughly 99 mills in Broadus, 
approximately 86 mills in Miles City, and 60 mills in 
Ekalaka. Also, the 38 percent increase between 1971 
and 1980 in Forsyth was considerably less than in the 
other four major communities. The percent 
increases were: Baker, 61 percent; Broadus 69 
percent; Ekalaka, 58 percent; and Miles City, 49 
percent.
Finally, notice that the slow rise in the Forsyth mill 
levy was accompanied by a relatively rapid growth 
in population; the number of residents in Forsyth 
increased about 36 percent between 1970 and 1980,
which was greater than any of the other com 
munities. So, despite significant population gains, 
the tax rates in Forsyth were not dissimilar to those 
in other nearby communities, and they increased 
less rapidly than in those other, slower growing 
communities.
Summary
In general, the data indicate that the public sector 
in Rosebud County has not fared badly during the 
1970s. There is some evidence that energy-related 
developments may have led to above-average 
increases in some government spending. But 
revenue sources appear to have expanded even 
faster, and there have been less than average 
increases and some actual decreases in tax rates. In 
other words, the typical resident in Rosebud 
County probably paid less in property taxes as a 
result of energy development.
Social Indicators
Energy-related development may have an impact 
on more than just the economy of Rosebud 
County. The increasing population, change in 
employment conditions, and other events could 
also have affected social relationships. Unfor 
tunately, reliable statistics reflecting social change 
are even more scarce than accurate economic data. 
In this section we will look at trends in marriage 
dissolutions and the incidence of crime, two 
indicators of social conditions for which statistics 
are available.
" Table 6
M ill Levies for Cities and Towns, Forsyth, Baker, Broadus, 
Ekalaka, Ismay, Miles City, and Plevna 
1971 to 1980
1970 1980
1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 Population Population
Forsyth (Rosebud County) 47.00 48.00 48.00 55.00 55.00 69.00 69.00 67.00 65.00 65.00 ,^T,873 2,553
Baker (Fallon County) 57.00 57.00 57.00 62.00 66.50 71.85 65.00 71.28 84.00 92.00 2,584 2,354
Broadus (Powder River County) 58.50 66.00 75.50 75-50 65.00 6 3.OO 64.00 6 7.OO 87.50 98.60 799 712 Jjj
Ekalaka (Carter County) 38.00 46.00 60.00 60.00 56.00 60.00 56.00 58.00 52.00 60.00 663 620
Hysham (Treasure County) 69.00 114.50 97.10 87.10 84.50 84.50 79.00 71.00 71.00 71.25 373 449
Ismay (Custer County) -,13.00 13.00 13.00 13.00 18.00 18.00 18.00 18.00 18.00 18.00 40 31
Miles City (Custer County) 57.50 62.20 65.86 62.33 64.83 70.44 69.49 77.80 74.70 85.73 9,023 9,602
Plevna (Fallon County):' ■ 84.00 72.00 67.00 67.00 40.00 2.00 38.00 39-00 55.00 57.00 189 191
Source: Montana Taxpayers Association, Montana Taxation, (Helena, Montana).
Note: Mill levies were In force during the fiscal year ending June 30 of the year shown.
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Table 7
Marriage Dissolutions, Rosebud, Carter, Custer, Fallon, Powder 
River and Treasure Counties, and Montana 
1970 to 1980
1970
Rosebud County 18 
Per 13000 population 3.0
1971
28
4.6
1972
25
3.9
1973
23
3.3
1974
27
3.5
1975
50
5.2
1976
53
5.4
1977
49
4.9
1978
37
3.8
1979
39
4.0
1980
54
5.5
Carter County 5 1 6 2 1 5 3 2 2 7 5
Custer County 73 52 60 63 70 69 89 83 88 114 110
Fallon County 4 12 11 10 18 8 22 15 14 10 15
Powder River County 4 4 2 1 2 4 2 13 5 6 8
Treasure County 6 I 3 5 7 4 8 8 3 3 3
Total, five  counties 92 70 82 81 98 90 124 121 112 140 141
Per 1,000 population 4.2 3.2 3.8 3.8 4.6 4.2 5.5 5.4 5.0 5.3 6.4
Montana 3*051 
Per 1,000 population 4.4
3,366
4.7
3,609
5.0
3,772
5.2
3,940
5.3
4,266
5.7
4,850
6.4
4,813
6.3
4,877
6.3
5,107
5.5
4,947
6.3
S ource : Montana D epartm ent o f  H e a lth  and E n v iro n m e n ta l S c ie n c e s , H e le n a , Montana.
N o te : M a rr ia g e  d is s o lu t io n s  re p o r te d  by th e  c o u n ty  where re c o rd e d , w h ich  may n o t be c o u n ty  o f  re s id e n c e  fo r
e i t h e r  p a r ty .
Marriage dissolutions
Figures for marriage dissolutions (which include 
divorces and annulments) for Rosebud County, the 
other five counties in the Miles City LMA, and 
Montana are presented in table 7. In Rosebud 
County, both the number and the rate of marriage 
dissolutions show a clear upward trend during the 
1970s. During the first part of the decade, there 
were roughly 20 to 25 marriage dissolutions per 
year, or about 3.0 to 4.6 per 1,000 persons. By the 
end of the decade, marriage dissolutions 
numbered between 37 and 54 per year, for a rate of 
3.8 to 5.4 per 1,000 persons. There appears to have 
been a clear break in the trend about 1975; there 
were 27 dissolutions (3.5 per 1,000 persons) in 1974, 
while the corresponding figure a year later was 50 
dissolutions (5.2 per 1,000 persons).
Energy development was probably not the major 
culprit behind the increases in marriage dis 
solutions in Rosebud County because a similar 
trend is present in the data for Montana and the five 
comparison counties. Statewide, marriage dis 
solutions rose from about 4.4 per 1,000 persons in 
1970 to about 6.3 per 1,000 persons in 1980; the five 
counties experienced roughly 4.2 per 1,000 persons 
in 1970 and 6.4 per 1,000 in 1980. In addition, both 
comparison areas had a sharp rise in marriage 
dissolutions about the middle of the decade; in the 
five counties, the largest increase was between 1975 
and 1976, while there were sizable jumps during 
both 1975 and 1976 in the statewide figures.
The increase in marriage dissolutions in Rosebud 
County and throughout Montana may reflect 
changing attitudes occurring throughout our 
society; but it is probably more than coincidence 
that the Montana Uniform Marriage and Divorce 
Act ("no fault divorce") became effective on July 1, 
1975, corresponding precisely with the sharp 
upward jump in all areas. Finally, it should be noted 
that, despite the upward trend, the marriage 
dissolution rate in Rosebud County consistently 
was lower than the rates for Montana and the 
five other counties in the Miles City LMA.
Crime rates
There are few reliable statistics for unlawful 
activities because many of the successful criminals 
are those who were not caught. A rough ap 
proximation of criminal activity may be derived 
from statistics gathered by the Montana Board of 
Crime Control, which are comparable to those 
published for urban areas by the U.S. Federal 
Bureau of Investigation. The data for Rosebud 
County, the five other counties in the Miles City 
LMA, and Montana presented in table 8 follow the 
format of the FBI and differentiate between crimes; 
felonies (Part I crimes) and misdemeanors (Part II 
crimes). Unfortunately, the Montana Board of 
Crime Control did not begin tabulating informa 
tion until 1973. Further, technical difficulties led to 
excluding misdemeanor data for Custer County.
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Table 8
Criminal Offenses Known to Police, Rosebud, Carter, Custer, Fallon, 
Powder River and Treasure Counties, and Montana 
1973 to 1979
1973 1974 1975 1976 1977 1978 1979
P art 1
Rosebud County 99 109 163 193 111 89 138
Per 1 ,  000 p o p u la tio n 14.3 14.0 16.8 19.5 11.2 9.1 14.2
C a rte r County 2 2 5 6 0 0 0
Custer County 385 403 558 327 275 413 483
F a llo n  County 66 93 66 84 59 91 63
Powder R iver County 21 6 7 7 21 28 32
Treasure County 5 8 21 17 22 9 17
T o ta l,  f iv e  coun ties 479 512 657 441 377 541 595
Per 1 ,0 0 0  p o p u la tio n 22.7 23.9 30.4 19.7 16.8 24.0 26.6
Montana 24,637 29,395 33,250 32,293 31,994 31,382 35,054
Per 1 ,0 00  p o p u la tio n 33.8 39.9 44.6 42.8 41.8 40.2 44 .6
P art I I
Rosebud County 33 68 104 78 67 64 68
Per 1,000 p o p u la tio n 4 .8 8 .7 10.7 7.9 6 .8 6 .5 7.0
C arte r County 0 0 5 19 5 0 0
Custer County NA NA NA NA NA NA NA
F a llon  County 24 39 38 20 49 61 57
Powder R iver County 4 4 5 16 14 13 14
Treasure County 1 9 8 4 22 7 9
T o ta l,  f iv e  coun ties 29 52 56 49 90 81 80
Per 1,000 p o p u la tio n 3.1 5 .6 5 .9 5 .2 9 .6 8.4 8 .7
Montana 7,950 10,928 14,127 16,240 17,553 15,297 17,878
P er 1,000 p o p u la tio n 10.9 14.8 18.9 21.5 22.9 19.6 22.7
Source: Montana Board o f  Crime C o n tro l,  Helena, Montana, unpublished da ta .
Notes: NA denotes not a v a ila b le .  P art I crim es inc ludes c r im in a l hom icide, fo r c ib le  rape, robbery,
aggravated a s s a u lt,  b u rg la ry , la rceny  t h e f t ,  motor v e h ic le  t h e f t ,  and arson. P art I I  crim es inc ludes 
o th e r a s s a u lts , fo rg e ry -c o u n te r fe it in g ,  fra u d , embezzelment, s to le n  p ro p e rty , vanda lism , weapons, 
p r o s t i tu t io n - v ic e ,  sex o ffe n s e s , drug abuse v io la t io n s ,  gam bling, and o ffenses  a g a in s t fa m ily .
aExcludes Custer County.
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“ Despite the increase in 
reported criminal activity, the 
crime rate in Rosebud County 
was much lower than the 
statewide average.”
Criminal activity in Rosebud County appears to 
have increased during the construction phase of 
the Colstrip plants and then subsided somewhat 
during the operations phase. The number of Part I 
crimes increased from 99 in 1973 to 193 in 1976,and 
then declined to 138 in 1979. Similarly, Part II crimes 
rose from 33 in 1973 to a peak of 104 in 1975, and 
then dropped to 68 in 1979. The rise in the crime 
rate was more moderate. Part I crimes increased 
from 14.3 per 1,000 persons in 1973 to 19.5 per 1,000 
persons in 1976, and then declined somewhat to 
14.2 per 1,000 in 1979. Part II crimes were 4.8 and 
10.7 per 1,000 residents in 1973 and 1975, respective 
ly. In 1979, the figure was 7.0 per 1,000 residents.
There also appears to have been increasing 
criminal activity in both the five county region and 
Montana. The upward trend in crime is most 
noticeable in the statewide rates; Part I crimes rose 
from 33.8 to 44.6 per 1,000 persons between 1973 
and 1979, while the corresponding figures for less 
serious crimes were 10.9 per 1,000 persons in 1973 
and 22.7 per 1,000 persons in 1979. This suggests that 
the entire increase in reported crime in Rosebud 
County should not be attributed to energy-related 
development, and that a portion of the rise may be 
caused by other conditions or influences.
Despite the apparent increase in reported 
criminal activity, the crime rate in Rosebud County 
was much lower than the statewide average. Even in 
the peak years, the figures for Rosebud County 
were only about one-half those for Montana. In 
1976, the figure for Part I crimes was 19.5 per 1,000 
persons in Rosebud County while the statewide 
figure was 42.8 per 1,000 persons. Rates for Part II 
crimes during 1975 were 10.7 per 1,000 persons in 
Rosebud County and 18.9 per 1,000 persons in 
Montana. The crime rate in Rosebud County also 
appears to have been less than in the other five 
counties in the Miles City LMA. Only in 1976 did 
serious crimes in Rosebud County (19.5 per 1,000 
persons) even approach the rate for the other five 
counties (19.7 per 1,000 persons). The rate for Part II
crimes was greater in Rosebud County than the 
other five counties for several years; but, the 
comparison figures exclude Custer County, which 
accounted for roughly one-half of the population 
and a disproportionate share of the reported 
crimes in this area.
Other social indicators
There were increases in marital dissolutions and 
criminal activity in Rosebud County during the 
1970s. A change in state law probably accounted for 
most of the increase in divorce. Some of the rise in 
crime may be attributed to energy-related 
development, but Rosebud County maintained a 
crime rate far below the average for Montana.
“ Despite the significant 
changes occurring in a short 
time, Rosebud County does not 
appear to be an economy gone 
awry.”
What about statistics concerning social damage 
associated with rapid economic development in 
Rosebud County? That is, where is the information 
concerning increases in mental illness, social 
problems and other maladies sometimes called the 
“ Gillette Syndrome” ? Simply put, there is none. 
The statistics presented earlier almost completely 
exhaust the available information concerning 
economic and social change in Rosebud County.
'Part of the problem is that the relevant data 
simply aren't gathered, at least not in Montana. 
There are no statistics concerning incidence of 
mental illness or alcoholism, for example, in small 
areas such as Rosebud County. In addition, a 
reevaluation of the earlier reports concerning 
social problems in rapidly growing rural areas 
appears to be in process. Some authorities suggest 
that a high incidence of certain problems in rural 
communities may simply reflect differences 
between rural and urban areas. In other words, 
rural America as a whole may not be the bucolic 
place sometimes envisioned. Specifically, the 
President's Commission on Mental Health stated 
that “ rural communities tend to be characterized 
by higher than average rates of psychiatric disorder, 
particularly depression; severe intergenerational 
conflict . . . having restricted opportunities for
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developing adequate coping mechanisms for 
facing stress and for problem solving.” 2
Concluding Remarks
We have examined a number of economic and 
social indicators for Rosebud County. Despite the 
lack of information about some critical areas, 
several conclusions may be drawn.
First of all, there has been change in Rosebud 
County. Regardless of which indicator is exam 
ined—population, employment, crime, etc.—the 
figures late in the decade stood well above the 
corresponding figures at the start of the 1970s. Even 
so, these increases were often m odesj|® f exarj)^ 
pie, the 65 percent population g J ^ R y ^ te ^  in 
Rosebud County between 1970 a o ^9 ^ fip re se n ts
2As reported in Vicki Eaton anjtfSBm &IBfi®  “ Are Soda 
Problems in Boom-towns M y M p ffioonK)ggle?”  
Western Planner, Vol. 1, No M m D w tem heM tl 9801. o
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only 4,000 persons. For this reason, we have been 
careful to present both the absolute and relative 
changes for the indicators.
Secondly, the “ bust”  component of the “ boom 
and bust”  cycle appears to have been re la ti^ ly  
modest in Rosebud County. All of the jjjd jS rors 
turned upward at the onset of the c^(®mction 
phase. But only one (em ploym enflrS^ experi 
enced a significant dec line '
Finally, perhaps most imDwpipVTwhat the data 
do not show. D esp itg^^^^gn ifican t changes 
occurring in a shorttjJ^K^™rDud County does riot 
appear to be aoj^raMraKgone awry. Unemploy 
ment and c^^^raw (B icreased, but they are no 
more ctfflejSprmthayelsewhere in Montana; loj:al 
gove^™ l® ^ l5B ^o t resorted to higher levels of 
'ts books; labor costs to local 
sajmave not skyrocketed; and so forth.| In 
^ ro iM nanges—often sizable changes—have taken 
but things are proceeding in an orcraly 
^fashion. □
A. WARREN WILCOX
Challenges and 
Opportunities in 
Small Business:
Some Advice 
to Business 
Students
A. Warren Wilcox is a graduate of the School of 
Business Administration, University o f Montana, and 
a Certified Public Accountant. He currently is 
Secretary-Treasurer of John R. Daily, Inc., in Missoula, 
Montana.
Warren Wilcox addressed the thirty-fourth 
annual scholarship awards banquet o f the School of 
Business Administration at the University of 
Montana in Missoula on May 15 o f this year. His 
topic concerned small business, and his advice— 
sometimes humorous|  and drawn from his own 
experience—was that despite some o f the 
problems inherent in running a small business, the 
satisfaction can be considerable.
I t  is an interesting coincidence that this banquet, 
and my topic, coincide with Small Business Week, 
which is May 10-May 16. It is my understanding that 
this is an annual celebration recognizing the 
contributions of America's independent en 
trepreneurs to the nation's economy and quality of 
life. The theme for this year's Small Business Week 
is "1980—The Small Business Decade.''
Small business, as defined by the Small Business 
Administration, consists of a business whose annual 
receipts do not exceed $10 million, or whose 
average employment does not exceed 1,500 
persons, or whose assets do not exceed $9 million, 
or whose net worth does not exceed $4 million. 
These are fairly general guidelines, and the various 
criteria are applied independently to different 
businesses. But, as you can see, firms falling into 
these categories comprise a huge number of 
businesses in the United States.
To give some perspective, we must consider that 
there are almost 14 million businesses in the United 
States. About 10.7 million of those are nonfarm 
businesses. And of that figure, 10.4 million, or 96 
percent, are small businesses as defined by Small 
Business Administration standards. While these 
numbers are impressive, we must also consider that 
about 62 percent of U.S. businesses have annual 
sales of less than $25,000, and 82 percent have 
annual sales of less than $100,000. So, there area lot 
of really small businesses in this country. On the 
other hand, there also are over 1 million small 
businesses out there that have sales in excess of 
$100,000 annually and employ more than ten 
people. Some of you here tonight will begin your 
career with one of these small businesses—which 
many of us call "small wonders."
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A "small" business—how small?
Let's discuss what the “ small wonders" have to 
offer. Since there is such a large size range of small 
businesses, let's examine a hypothetical manufac 
turing firm with fifty employees, a statewide or 
regional marketing area, and sales of $3-$4 million. 
One might comment, “ That's small?'' But by today's 
economic standards this firm really is not large.
If this firm employs fifty people whose average 
wage is $10 per hour, its annual payroll will exceed 
$1 million annually, a considerable contribution to 
a local economy. And this figure reflects wages 
only, before such things as payroll taxes, 
workmen's compensation, unemployment security 
taxes, health and welfare benefits, and pension 
contributions are added. These can increase the 
base salary figure by 20-30 percent.
In a manufacturing firm of this size, the manage 
ment team may consist of a production or plant 
superintendent, a sales manager, and possibly an 
office manager or controller. The nature of a small 
business is that managers are seldom allowed the 
“ luxury" of performing in one or two very 
specialized areas of the operation. Despite a firm's 
smallness, a very broad scope of problems—and 
challenges—must be met. So the manager finds 
himself or herself becoming an expert in all facets 
of the firm's operations. Today, small businesses, 
just like the large ones, have many “ partners," 
some of which are unwelcome or uninvited. 
Managers must deal with tax problems, zoning 
problems, interest rates, marketing concepts, 
personnel problems, financing, insurance, and, 
perhaps the most important, government regula 
tion. And these constitute both the opportunities 
and the challenges for those of us working in a small 
business.
Government regulation
By virtue of their vast numbers, small businesses are 
difficult to monitor and regulate. It has often 
appeared to me that it is the sole purpose of 
government to put me out of business so it will have 
to deal with only one large company. I may be 
wrong, but in my business—meat packing—the 
statistics seem to bear me out. We receive several 
notices each month advertising packaging plants 
for sale. If you are interested, I can get you a 
packing plant any size you want almost anywhere in 
the United States, including Montana. The result is 
that I guarantee everyone more expensive, not 
better, products, as competition declines.
“ Sometimes it seems that the 
bureaucracy has decided that 
the consumer is unable to judge 
whether our products are good 
or bad.”
My firm is a federally-inspected meat packing 
plant. This does not mean that federal inspectors 
stop by occasionally to see how we are doing. They 
live with us. We provide them with their own office 
and separate facilities. In turn, they make sure we 
observe the many federal regulations concerning 
meat packing which have been adopted since 1903. 
The truly awesome part of their job—and ours—is 
to just keep up with the regulation changes made 
by the U.S. Department of Agriculture.
The primary functions of these regulations, and 
regulators, is quality control verification. Nothing 
can be produced which does not have a federal 
stamp on it and a label that has been approved. 
Sometimes it seems that the bureaucracy has 
decided that the consumer is unable to judge 
whether our products are good or bad. Many of us 
do not agree. Any successful management team 
knows, or must learn, that to be successful, your 
products must be judged favorably by the public. If 
the products are not consistent, if prices are not 
competitive, if the quality is not as expected, the 
customer will buy someone else's product, and you 
will be out of busfness.
My firm had the dubious distinction of being one 
of the first in the Missoula area to be cited for a 
violation by the Occupational Safety and Health 
Administration (OSHA). Our violation was 
described as “ guardrail not provided," and our 
court appearance was in March 1972. The 
procedure reveals much about problems small 
businesses can confront when dealing with 
government regulations. The case was filed under 
the heading “ compliance—impossibility—guard 
rails." The decision stated that “ where evidence 
established that an employer did not comply with 
the expressed terms of a standard requiring 
guardrails on platforms more than four feet above 
the surface, a situation and proposed penalty were 
sustained, even though the Secretary of Labor 
conceded that requiring full compliance would be 
unworkable." The hearing examiner found that
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there existed a real possibility of serious harm to 
employees (from falls) and levied the $9 penalty 
proposed by the Secretary. This famous court battle 
required the presence of two people from our 
plant, as well as our attorney, the local OSHA field 
officer from Billings, as well as two representatives 
from Denver and one from San Francisco. The 
proceedings took the better part of a day. I do not 
believe that industry does not need to be 
monitored to ensure the safety of its employees 
while on the job, but surely this case is an example 
of over-regulation.
Like all businesses, we also deal with many other 
state, federal, and local government agencies. We 
have a lagoon system for waste treatment. Because 
of this, we deal regularly with the Environmental 
Protection Agency and the Montana Water Quality 
Bureau. I was trained as an accountant, but I can 
assure you that I know a great deal more about 
water quality and the various measurements of 
pollutant levels than I ever dreamed would be of 
interest to me. A manager in small business must, 
indeed, be a jack-of-all-trades.
Labor negotiations
Negotiation of union contracts is more routine than 
some of the problems with regulations just 
discussed. But this experience also provides the 
small business manager with a multitude of 
challenges, and requires a great deal of learning. In 
order to negotiate a contract which is both 
acceptable and reasonable, one must know a great 
deal about one's business.
To begin, the manager must understand the 
employees and their needs, just as important is 
understanding the needs and limitations of the 
business. It does not take long to understand that 
everything written into a union contract has a price. 
In essence, a contract negotiates the purchase of a 
product, which is the labor of employees. Manage 
ment agrees, through what is usually a fairly 
complicated contract, to purchase a labor supply, 
and in today's world that contract probably has the 
single largest impact on a company's success or 
failure.
Changing technology
Another interesting aspect of small business is that 
most now utilize computers of one sort or another. 
This is another area in which the manager of a 
"small wonder" must become a bit of an expert. 
Most small businesses today find it impossible to 
compete successfully without utilizing computers.
Useful management information is the key to any 
successful business.
However, for small businesses, computers can be 
very troublesome. They can be oversold, 
overestimated, overpriced, and misunderstood. 
Sometimes it seems they are, more often than not, 
installed improperly the first two or three times 
around. This can offer management a real oppor 
tunity for a learning experience. A successful use of
"Laws which save private 
business from failing 
perpetuate mediocrity."
computers requires care, patience, and under 
standing. This is one area where you may not want 
to be a pioneer. Go with proven systems and 
people who have track records of providing what 
you need in your business.
Small business and competition
The really exciting thing about small business is that 
it is the backbone of our capitalistic system. 
Capitalism is self-restraining if allowed to function. 
And function it does in a small business climate. 
Many, many small businesses go broke each year, 
primarily due to mismanagement. Competition 
takes its toll. This is our system, and it works well.
Although Chrysler is not a small business, it is an 
example with which we are all familiar. Chrysler is 
not going broke because of safety regulations, or 
high labor contracts, or bad management, or high 
interest rates, or unhappy consumers. It is going 
broke for all these reasons. I think the primary 
reason Chrysler is failing is competition—we are 
not buying Chrysler products. You and I have 
voted, with our purchases. All I ask is that my 
government not decide to buy a Chrysler for me 
anyway. Laws which save private business from 
failing have two very negative long-range effects. 
First, they perpetuate mediocrity, whether through 
preference funding systems or lack of incentives to 
improve. Second, they inhibit new ideas from 
being explored, primarily because the costly 
guarantees make potential losses much greater.
Small business needs to function within a 
competitive system. When small business—or 
large—comes up with a new idea, it has a 
monopoly. But only until the competition improves
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it in some way, through quality, price, or service. 
Our system is far from perfect, but it's the best. 
Neither capitalism nor democracy provide any 
guarantees for success. As a matter of fact, they 
both give us more chances to make mistakes and 
fail than most of us would like to admit. That is what 
makes the challenge of business—and small busi 
ness—irresistible. Our competitive system gives us 
not only the opportunity to fail miserably, but also 
to succeed far beyond our expectations.
Some final thoughts
It has not been my intent here to compare small 
business with big business. My objective was to 
point out some of the challenges and opportunities 
available in the small business sector by recounting 
some of my firm's experiences.
Small business is not for everyone. I have a good 
friend who went broke in this community at 
tempting to operate a small retail business. He is 
now publisher of a newspaper that has a larger
circulation than our own local paper. He couldn't 
balance his checkbook but he now successfully 
oversees a budget of several million dollars.
There are those who simply are not suited to the 
many-faceted role of the small business manager. 
Highly trained technical people and persons who 
are research oriented will find that small business 
cannot support them. Capital intensive projects can 
only be accomplished by large corporations.
In the process of seeking employment, business 
students like you should acquaint yourselves with 
those with whom, and for whom, you will be 
working. Most often your initial employment 
experience will be an intense learning situation, 
and you will be working very hard. Select your 
challenges carefully; if you make a mistake, don't 
be afraid to move on. If opportunities in the small 
business sector present themselves, consider them 
carefully. Some “ small wonder" out there may be 
your ticket to a rich and rewarding business career.
□
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Using Operating Cycle Figures to Spot Inventory 
and Accounts Receivable Problems
TERESA BEED
Teresa Beed received a Doctorate of Business 
Administration from the University o f Colorado and is 
Assistant Professor of Accounting in the School of 
Business Administration at the University of Montana.
C u rren tly  the economy is not prospering as well as 
most of us would like. Consequently, business 
inventories may be sitting on shelves for a longer 
period than usual and charge customers may be 
taking longer and longer to pay what they owe. 
Such developments may mean that businesses find 
it necessary to increase their borrowing at a time 
when interest rates are very high. As everyone 
knows, this can be bad for profits.
Business operators may be able to guess how 
long it takes for inventories to turn over and how
long, on the average, it takes charge customers to 
pay. However, there are some short and easy 
methods to calculate both, and the results may 
surprise you. This article will cover those 
calculations.
Every business has what is called an "operating 
cycle." This is the cash flow from a business from 
operations only (sale of inventories or services). It 
does not refer to cash flows relating to the purchase 
or sale of fixed assets or investments, or to the cash 
outflow due to the payment of bills. The operating 
cycle refers to the cash flows that are inherent in 
buying inventory, selling it on credit, and receiving 
payment from credit customers.
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The operating cycle is the length of time it takes 
to purchase inventory, have it sit on the shelf, sell it 
on credit, and wait for the customer to pay — so 
that the business is back to cash to use to buy 
current inventory or pay bills, etc.
If a business operator could determine the length 
of the operating cycle he or she would know how 
long it takes the firm to go from cash to cash from its 
main operations. The longer the operating cycle, 
the longer the firm must wait to buy new inventory 
or pay bills. Should a firm find it necessary to buy 
inventory or pay bills in a time period shorter than 
its operating cycle, it must borrow to do so. 
Therefore, being able to calculate the operating 
cycle is extremely valuable in terms of planning and 
decision making.
How do you calculate this information? The 
calculations are divided into two parts, one for 
inventory and one for accounts receivable. This is 
fortunate because not only do the calculations 
show information regarding the length of the 
operating cycle, but they also reveal separately the 
information regarding inventory turnover and 
accounts receivable turnover. Each set of informa 
tion is valuable in its own right for decision making.
Estimating the Operating Cycle
Inventory
1. From records or financial statements deter 
mine the annual cost of goods sold (COGS). This is 
the cost of all inventory sold during a year.
2. Calculate the cost of the average annual 
inventory. Do this by taking the cost of inventory on 
hand at the end of each month of the year, adding 
together the monthly figures, and dividing by 12. If 
cost of inventory on hand each month is not 
known, determine the cost of inventory on hand at 
the end of the year when the inventory is counted.
3. Divide the COGS by the average inventory or 
the inventory on hand at the end of the year. This 
will show the number of times the inventory turned 
over during the year. In other words this will tell 
approximately how often the average inventory 
held during the year was sold.
COGS _ number of times inventory 
average turned over during
inventory the year
As an example, assume the COGS was $100,000 
for the year and the average inventory was $10,000. 
The inventory turned over approximately ten times 
($100,000 -f- $10,000 = 10 times).
4. Since there are 365 days in a year, and, in the 
example, the inventory turned over ten times, the
average length of time taken for inventory turnover 
can be calculated: 365 - f-10 = 36.5 days. In this case, 
the inventory turned over every 36.5 days, on the 
average. The inventory sits on the shelf 36.5 days 
before it is sold.
Accounts Receivable
1. Determine annual credit sales. If most sales are 
on credit, it may be easier to simply calculate total 
sales. However, if most sales are for cash, not credit, 
calculate annual credit sales.
2. Calculate average annual accounts receivable. 
Do this by adding together the balance of accounts 
receivable at the end of each month of the year and 
dividing by 12.
3. Divide credit sales by the average accounts 
receivable. This shows the number of times the 
accounts receivable turned over during the year. In 
other words, this calculation will tell approximately 
how often credit customers paid their bills.
credit sales _ number of times accounts 
average receivable turned
accounts over during
receivable the year
For example, assume credit sales were $150,000 
for the year and the average accounts receivable 
was $30,000. The accounts receivable turned over 
approximately five times ($150,000 -4- $30,000 = 5 
times).
4. To determine the length of time, on the 
average, for accounts receivable to turn over, 
divide the days in the year by the number of times. 
Using the example above: 365 -r- 5 = 73 days. It took 
approximately 73 days for accounts receivable to 
turn over in this case; customers are waiting an 
average of 73 days to pay after buying merchandise 
on credit.
O perating Cycle
Using these calculations, the operating cycle of 
the firm shown in the example would be:
According to this example, this company recovers 
its money from normal operations in 109.5 days 
(36.5 + 73).
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Utilizing the Information
Inventory
Information relating to the operating cycle and 
its two components is only valuable when used on a 
comparison basis. In the example, the firm's 
inventory turned over ten times per year or once 
every 36.5 days. It that good or bad? This completely 
depends on the firm, its competitors, and its 
expectations. First, if the company is a meat market 
or a flower shop, it is in trouble. This type of 
inventory cannot sit on the shelves an average of 
36.5 days. However, if the firm is a car dealership, a 
turnover of 36.5 days may be very good.
Second, it is useful for individual businesses to 
compare their current turnover rate with those of 
similar firms. Usually this information can be 
obtained from regional trade associations. If 
competing firms turn over their inventory more 
quickly, they may be picking up a larger share of the 
market. Or they may be able to buy current 
inventory more quickly.
Third, a business must assess its expectations for 
inventory turnover for the year. How do these 
expectations compare with those for previous 
years? Is this year's inventory taking longer to turn 
over? If so, the business operator can attempt to 
assess the cause. Overbuying for the market, a 
changed market, or the economy in general can all 
affect sales. Calculation of the inventory turnover 
will only help determine whether or not a problem 
exists. The business operator must determine the 
cause of the problem and choose a solution.
Fourth, when calculating inventory turnover, 
old, outdated, or obsolete inventory should be 
omitted from the calculations. To include these 
goods will bias the results.
Fifth, if a firm has several types of inventories, the 
business operator may need to make separate 
turnover calculations for each.
Accounts Receivable
In the examples given earlier, the accounts 
receivable turnover was five times, or 73 days. Is 
that good or bad? This depends on credit terms, 
competitors' credit terms, and the firm's expec 
tations. Here are some suggestions for utilizing 
accounts receivable information.
First, accounts receivable turnover should be 
compared with the credit terms offered. If the firm 
in the example offers credit terms of 2/10, n/30,1 it is 
in trouble. The cash discount offered is not 
encouraging charge customers to pay early.
Although according to the terms payment is 
requested within 30 days, customers are taking over 
twice as long to pay (73 days). On the other hand, if 
the firm is offering credit terms of 10/20, n/90,2 the 
cash discount is encouraging some customers to 
pay early. The allowed total payment period is 90 
days, but, on the average, the firm is collecting in 73 
days.
Second, the accounts receivable turnover rate 
should be compared to that of a firm's competitors. 
This information also can usually be obtained 
through area trade associations. If competing firms 
collect their accounts receivable more quickly, 
they can buy current inventory sooner. It is difficult 
for a firm to compete with those which have 
current inventory if it does not. Also, a firm's credit 
terms should be compared with its competitors' 
terms. A change to match or exceed theirs may be 
in order.
Third, a business operator should compare the 
accounts receivable turnover for last year with that 
of the previous year. Has it changed? Are customers 
taking longer to pay? If so, a firm may have to 
borrow to meet its obligations.
Fourth, bad debts should not be included when 
calculating accounts receivable turnover. They will 
bias the results. To determine which debts to 
exclude, one could "age" the accounts receivable. 
Assume the credit terms are 2/10, n/30 and that the 
accounts receivable total $10,000. Any amount 
outstanding for 30 days or less is current because it 
is not yet due. A past due period can be designated, 
such as 31-90 days, and perhaps all debts over 90 
days can be considered old. For example, the debts 
could be as follows:
current 
past due 
old
Age Amount
0-30 days $ 4,000
31-90 days 5,000
over 90 days 1,000
Total $10,000
’The purchaser may deduct 2 percent from any payment 
made within 10 days of the invoice date, which is the 
purchase date. Any amount not paid within 10 days of the 
invoice date must be paid in full within 30 days of the invoice 
date.
2The purchaser may deduct 10 percent from any payment 
made within 20 days of the invoice date. Any amount not 
paid within 20 days must be paid in full within 90 days of the 
invoice (purchase) date.
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Since older accounts receivable are less likely to be 
paid, perhaps they should not be included in 
turnover calculations. It may be difficult to admit 
that bad debts exist, but it is better to do so than to 
count on use of that money.
For the examples given, we have determined that 
the inventory turnover is 36.5 days and the accounts 
receivable turnover is 73 days. Therefore, the firm's 
operating cycle is 109.5 days. This means that on the 
average it takes this firm 109.5 days to collect cash 
from its operations. This information is useful for 
cash planning. This firm may have to borrow to buy 
current inventory since it turns over faster than 
accounts receivable. It may also have to borrow to 
pay bills since most are due monthly.
Some Exceptions
There are some exceptions to the procedures 
outlined here. This discussion of the operating 
cycle is based on inventory and accounts 
receivable. What if a firm is a service firm which 
does not carry inventory? In that case, the 
operating cycle consists solely of accounts 
receivable and is the length of time it takes to go 
from cash to accounts receivable and back to cash.
On the other hand, what if a firm carries 
inventory but does not allow customers to charge? 
This is common in grocery stores, for example. In 
that case the operating cycle consists solely of 
inventory and is the length of time it takes to go 
from cash to inventory and back to cash.
Service firms with no inventory and firms which 
sell inventory for cash with no accounts receivable 
can still calculate their operating cycle and use the 
information for decision making.
Some Advice
The operating cycle is easy to calculate. Informa 
tion concerning inventory and accounts receivable 
is useful for decision making. Keep in mind, 
however, that the operating cycle, inventory 
turnover, and accounts receivable turnover should 
be used as comparison tools. Once calculated they 
can only be useful if compared to expectations, a 
previous year's results, a competitor's situation, and 
so on. These calculations will reveal changes and 
suggest potential or existing problem areas, but 
they will not solve problems. Of course, finding a 
problem area can be of substantial benefit. Using 
the simple techniques presented in this article to 
pinpoint problems may help a business save money 
and increase profits. □
This article is based on a presentation made by Dr. Beed at 
the Small Business Management Seminars sponsored by the 
University of Montana School of Business Administration in 
June in Great Falls, Glendive, and Billings.
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Introducing . . .
The first Montana Poll, jo in tly  spon 
sored by the University o f Montana's 
Bureau o f Business and Economic 
Research and the Great Falls Tribune, 
was conducted by the Bureau in June 
1981. The Poll is designed to be a 
quarterly statewide public opinion sur 
vey dealing with state economic and 
social issues. It also w ill report regularly 
on such matters as Montanans' 
evaluations o f their current economic 
status, their expectations for the future, 
and other questions o f interest to private 
and public decisionmakers and the 
general public.
Poll director is Susan Selig Wallwork, 
research associate in the Bureau. Ms. 
Wallwork is responsible for all survey 
research projects conducted by the 
Bureau.
Results o f each Montana Poll w ill be 
published in the Quarterly. For the 
results o f the first Poll, analyzed by Editor 
Mary L. Lenihan, turn the page.
Susan Selig Wallwork is Research Associate, Bureau of 
Business and Economic Research, University of 
Montana, Missoula.
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What Montanans Told Us about Economic Growth
and Other Issues
Mary L. Lenihan is Editor, Bureau of Business and 
Economic Research, University o f M ontana, 
Missoula. She edits ail Bureau publications, including 
the Montana Business Quarterly.
MARY L. LENIHAN
D espite  current perceptions that many Mon 
tanans are “ anti-growth”  or “ anti-business,”  only 
15 percent of adult Montanans asked say they want 
little or no economic growth in the state during the 
next five years. And, an overwhelming majority (83 
percent) favors at least a fair amount of economic 
growth in the state during the same period. These 
were just some of the findings uncovered by the 
first Montana Poll.
The Poll, completed in June, was conducted by 
the Bureau of Business and Economic Research of 
the University of Montana. The statewide public 
opinion poll was conducted by telephone and 
assessed the views of Montanans aged 18 and over.
Economic growth
Respondents were asked to indicate how much 
they felt the state economy should grow during the 
next five years by choosing one of five options: a 
great deal, a good deal, a fair amount, not too 
much, or not at all. Twenty-eight percent said a 
great deal or a good deal; 55 percent said a fair 
amount. Only 13 percent indicated that not too 
much economic growth should occur, and a very 
few—2 percent of those questioned—said the 
economy should not grow at all (table 1). The 
consensus in favor of growth was shared by all 
segments of the population; there were no 
statistically significant differences of opinion
between Montanans of different ages, income and 
education levels, political persuasion, or 
geographic location.
When asked how much they thought Montana's 
economy has grown in the past five years, 20 
percent answered by saying a great deal or a good 
deal, and 37 percent said a fair amount. Thirty 
percent said not too much, and only 10 percent said 
not at all. And when asked how much the Montana 
economy will grow in the next five years, a 
significant majority expressed optimism. Thirty 
percent indicated they expect a great deal or a 
good deal of growth, and 40 percent anticipate a 
fair amount of economic growth.
Though table 1 does not show specific 
differences among various segments of the popula 
tion, some were significant. Those respondents 
from western Montana—perhaps reflecting that 
area's current economic problems—had less 
positive expectations for the next five years. Of 
those residing west of the Divide, 58 percent (still a 
significant proportion) said they expect some 
economic growth in the next five years, as 
compared with 74 percent of the respondents from 
eastern Montana.
The Montana Poll also asked respondents to 
name those factors which are encouraging 
economic growth in the state (table 2). Numerous 
items were listed, but the factor cited most often— 
by 39 percent of the respondents—was Montana's 
energy resources. Other factors frequently men 
tioned were growth or expansion of new or existing 
industries, population growth, demand for the 
state's agricultural products, and natural resources 
other than those related to energy development. 
Respondents also listed those factors which are 
discouraging growth in the state right now. Again, 
numerous items were listed, and those cited most 
often were high interest rates, named by 11 percent 
of the respondents, and the general anti-growth 
attitude of some Montanans, which was named by 8 
percent.
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Table 1
What Montanans Told Us A b ou t. .  
Economic Growth in Montana
A Great Deal, 
A Good Deal
A Fai r 
Amount
Not Too 
Much
Not At 
A ll
How much should the a tote.'6 
economy gnow dusting the 
next (5-u/e yeasts? 28% 55% 13% 2%
How much has Montana'A economy 
gkown in  the past fiive 
yeasts? 20% 37% 30% 10%
How much w it t  the Montana economy 
gnaw in  the next fiive yeasts? 30% 40% 24% 3%
Notes: Percentages may not add to 100 because miscellaneous respones have been omitted.
These questions were asked of 324 (79 percent) o f the 408 Poll respondents. The 
remaining 84 respondents (21 percent) were not fam ilia r with the term "economic growth" 
and were not asked these questions.
Table 2
What Montanans Told Us A b ou t. . .  
The Things That Affect Montana’s Economy
— 11% said high interest rates
— 8% said negative or anti growth
attitudes among Montanans
1 3  t o U  d i t u economic g u u tft „  n  said l0ss o f  indu5 tr les
An Montana.
— 7% said in fla tio n
5% said environmental policies 
and regulations
Notes: Percentages do not add to 100 because many respondents gave more than one response
and only, the most frequently mentioned responses are shown. These questions were asked 
of 324 (79 percent) o f the 408 Poll respondents. The remaining 84 respondents (21 percent) 
were not fam ilia r with the term "economic growth" and were not asked these questions.
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— 33% said energy resources
— 10% said new or expanded businesses
or new industries
t l  . j .i * _ . _ .... — 9% said population growthThing6 th a t encouAagc economic growth r
■in Montana 7% said demand fo r agricu ltura l
products
— 6% said other natural resources
— 6% said new or revised federal
policies
Montanans’ standard of living
The Montana Poll also found that, overwhelmingly, 
Montana's adults are at least somewhat satisfied 
with their current standard of living, which was 
defined as the things people have — housing, cars, 
furniture, recreation, and the like. And, while 
Montanans don't expect much improvement in 
their living standard next year, they are hopeful that 
they will be better off in a few years. Most of the 
people responding to the Poll equate economic 
growth with an improved standard of living.
Fully three-fourths — 75 percent — of the 
Montanans questioned said they are completely or 
somewhat satisfied with their current standard of 
living, while only 22 percent indicated they are 
dissatisfied (table 3). Specific breakdowns, not 
shown, indicate that apparently rural life is 
satisfying for Montanans, because those 
respondents residing in the state's more rural 
counties expressed greater satisfaction with their 
current standard of living than did those from the 
state's seven most populous counties. Eighty-three
percent of those from the less populous counties 
said they were satisfied with their living standard, a 
figure which exceeds both the state average of 75 
percent and the 69 percent figure registered by 
respondents from the most populous counties — 
Cascade, Flathead, Gallatin, Lewis and Clark, 
Missoula, Silver Bow, and Yellowstone.
Another interesting geographic difference in 
volved those Montanans living east of the Con 
tinental Divide as compared with those residing in 
the western part of the state. Those respondents 
from eastern Montana were more likely to express 
satisfaction with their current living standard — 78 
percent of them gave this assessment. Fewer 
respondents from west of the Divide — 68 percent 
— expressed satisfaction with their standard of 
living.
Also revealing was an examination of 
respondents' answers by their income level. Not 
surprisingly, those in the upper income categories 
were most likely to be satisfied with their current 
standard of living. But what is noteworthy is that 
even those whose household earnings in 1980 fell in 
the $15,000-$20,000 range, certainly a modest
Table 3
What Montanans Told Us A bou t. . .  
Their Standard of Living
Note: Percentages may not add to  100 because miscellaneous responses have been om itted. 
aA II the above questions were asked o f the 408 P o ll respondents.
"These two questions were asked o f  3.24 (79 percent) o f  the 408 P o ll respondents. The 
remaining 84 respondents (21 percent) were not fa m ilia r  w ith  the term "economic growth" and 
were not asked these questions.
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Completely o r  Completely o r
Somewhat S a tis fie d  Somewhat D is sa tis fie d
How * a t i* f ie d  oAe you with youA
own itandaAd of Living? 75? 22?
About the 
B e tte r Same Worse
How doe* youA euAAent itandaAd of,
Living compane with youA. 
itandaAd of Living
.  . . five. yeaA* ago? 46? 34? 19?
. . .  a yeoA ago? 22? 60? 18?
dJhat do you think ijouu itandaAd of 
Living wiLt be Like
. . .  a  yean, fnom now? 35? **9? 12?
. . . five yeaA* fnon now? 53? 32? II?
Stays the
Improves Same Gets Worse
What happen* to the avenage
Montanan’* itandaAd of Living
when the economy g\ow*? 70? 23? 6?
Uhat happen* to youA own itandaAd 
of Living when the economy
gAow*?b Sh% 43? 3?
“ Most of the people 
responding to the Poll equate 
economic growth with an 
improved standard of living.”
income in these days of inflation, expressed 
considerable satisfaction with their standard of 
living.
To discover if Montanans feel their living 
standard has changed recently, the Poll asked 
respondents how their current standard of living 
compares with that of five years ago (also shown in 
table 3). Forty-six percent said they are better off 
now, and only 19 percent said they are worse off. 
The rest — 34 percent — indicated their living 
standard was about the same in 1981 as five years 
ago.
Young Montanans in the 25-34 age group were 
especially positive in their assessment of their 
current living standard compared with five years 
ago. Seventy-one percent said they are better off 
now. Those in the 35-44 year age group — whose 
family responsibilities may be greater — were most 
likely to indicate dissatisfaction; 32 percent said 
they are worse off now than they were five years 
ago, compared with the state average of 19 percent.
Those in the uppper income groups — whose 
household income exceeded $20,000 in 1980 — 
were much more likely to say their standard of 
living had improved. Sixty percent of those 
respondents indicated they are better off now than 
five years ago. This contrasts with 37 percent of 
those earning less than $20,000.
To gauge more recent changes, the Poll also 
asked respondents to compare their standard of 
living today with their standard of living one year 
ago (table 3). The overall message is clear: many 
Montanans feel their standard of living did not 
improve much during the past year. Sixty percent of 
those questioned said their living standard is about 
the same, while only 22 percent said they are better 
off now than they were a year ago. Another 18 
percent said they are worse off now.
Once again, younger respondents — under 35 
years of age — were more likely to say they're 
better off now. And the groups least likely to say 
they are better off in 1981 than in 1980 were in the 
over-35 age categories. Barely 12 percent said their 
living standard has improved since 1980. When the
education level of the respondents is examined, 
college graduates were more positive that they are 
better off now. One-third of these respondents 
answered that way, as compared with 19 percent of 
those without college degrees.
Table 3 also shows that while the past year may 
not have been one of improvement, Montanans do 
expect to be better off in coming years. Only about 
a third — 35 percent — said they think their 
standard of living will be higher next year, but over 
half — 53 percent — expect to be better off in five 
years. Respondents most likely to expect improve 
ment by 1986 were those in the younger age 
groups, those with at least some college education, 
and those already in the upper income categories.
Two questions were designed to assess how 
closely Montanans relate the standard of living with 
economic growth. Response to other Poll 
questions revealed that few Montanans oppose 
economic growth in the state, and that most favor at 
least some growth in the next five years. In 
answering this series of questions, the respondents 
showed that they definitely perceive a relationship 
between economic growth in the state and 
improved living standards (table 3).
Survey participants were asked how the typical 
Montanan's standard of living changes when the 
state's economy grows. Over two-thirds — 70 
percent — said the standard of living improves.
"The Montana Poll found that, 
overwhelmingly, Montana's 
adults are at least somewhat 
satisfied with their current 
standard of living."
Twenty-three percent said it stays the same, and 
only 6 percent said it gets worse. Those whose 
household income exceeded $20,000 in 1980 were 
especially positive about the relationship between 
growth and living standards. Over 80 percent of 
these respondents perceived this correlation.
Montanans were less sure that their own 
personal standard of living improves when the 
state's economy grows. A majority of those 
questioned — 54 percent — indicated their 
standard of living does improve when the Montana 
economy grows. But a significant proportion — 43 
percent — said it stays the same. Only 3 percent said 
it gets worse.
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There were differences of opinion among 
respondent groups. Seventy-three percent of those 
in the 25-34 year age group indicated their standard 
of living improves with economic growth. And 
males were more sure than females that their own 
living standard benefits with economic growth; 61 
percent of the men questioned made this judg 
ment, as compared to 47 percent of the women.
Perceptions of economic growth
The Poll also sought to discover Montanans' 
perceptions of economic growth in general. Since 
survey respondents seem to favor it, it is useful to 
see just what Montanans mean when they speak of 
economic growth.
Survey respondents were asked whether they 
were familiar with the term “ economic growth." A 
huge majority — 79 percent — said they were. The 
rest — 21 percent — said they were not (table 4).
Those familiar with the term were then asked 
what economic growth means to them. Numerous 
responses were recorded, and over 60 percent of 
the respondents indicated that economic growth 
means growth or expansion of new or existing 
industries. Thirty-five percent said it means more 
employment. Thirty-three percent said economic
growth means greater personal prosperity or 
increased availability of money.
Not everyone saw economic growth as positive. 
A small proportion — 3 percent of the respondents 
— said economic growth means there is damage to 
the environment and that society in general is 
disrupted. An even smaller percentage — less than 
1 percent — said that with economic growth 
inflation increases and prices go up.
Respondents were also asked to describe the 
opposite of economic growth. Twenty-two percent 
said recession, while 31 percent said depression. 
And 16 percent said economic stagnation is the 
opposite of economic growth.
Poll participants were asked to name the most 
important results of a growing economy. A 
significant proportion — 58 percent — responded 
by saying there are more employment oppor 
tunities. Thirty-six percent indicated a growing 
economy results in an improved standard of living. 
And 7 percent said higher wages accompany 
growth.
A final question sought to discover what 
respondents think happens when the economy 
does not grow. Fifty-eight percent said more 
unemployment results from the lack of growth. 
Fifteen percent said a lower standard of living
Table 4
What Montanans Told Us A bou t. . .  
Their Perceptions of Economic Growth
Uontanani ioe/ie diked about theiA 
ĉunitiaAitij with the tenn 
"economic gAowtli"
79% (3.2§ respondents) were familiar 
with the term 
21% (84 respondents) were not familiar 
with it
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T7i0.se ^amiticm with the tenn wene 
then aiked
. . . what economic gnawth 60% said growth or expansion of business
meani to then and industry
35% said more jobs and employment 
33% said greater personal prosperity or 
increased availability of money 
18% said a stable or growing economy 
10% said population growth 
only 4% cited negative impacts
. . .  to deie/Ube the opposite 31% said depression
o& economic gnawth 22% said recession
16% said economic stagnation
. . .  to name the mo&t impoAtarit 53% said more employment
neiutti 0 (( a gnawing 36% said improved standard of living
economy 9% said population growth
7% said higher wages
. . . what happeni when the 58% said more unemployment
economy doei not gnaw 15% said lower standard of living
13% said population declines as people 
leave an area 
13% said personal discontent 
10% said inflation
Note: Percentages do not add to 100 because many respondents gave more than one response
and only the most frequently mentioned responses are shown.
results, 13 percent said the population declines as 
people leave an area, and 13 percent said people 
become more discontent when there is no 
economic growth.
About the Poll
The first Montana poll is based on 408 telephone 
interviews with Montanans aged eighteen and 
older. The interviews were conducted between 
May 27 and June 12 from the offices of the Bureau 
on the University campus in Missoula. Telephone 
numbers were randomly generated by computer, 
and interviews used a sampling procedure which
eliminates interviewer's choice in selecting which 
person is to be interviewed.
The size of the statewide survey sample assures 
that the overall results are subject to a margin of 
error of plus or minus five percentage points. The 
relatively smaller number of respondents in the 
various demographic categories (age, sex, income, 
and residence), however, do not assure the same 
high level of confidence.
Distributions of the sample based on age, sex, 
income, and residence compare favorably with 
available data on the state population and, thus, the 
Poll results are considered to be representative of 
Montana's actual adult population. □
Montana Republicans and Democrats: 
Dispelling Some Stereotypes
T h e  return to prominence of the Republican 
Party in the 1980 election has revived several 
political stereotypes. While the Republicans 
accuse the Democrats of being big spenders and 
advocates of big government, the GOP is 
described as the party of big business and the 
well-to-do. Ronald Reagan has been labeled a 
"rich man's president."
In Montana, some of the numerous 
stereotypes hold that Democrats tend to be well- 
educated urban dwellers, especially in western 
Montana, who are in the younger age groups. 
Montana Republicans are often thought to earn 
more, live in the eastern or rural agricultural
areas of the state, and be older than their 
Democratic counterparts. During the inter 
views conducted for The Montana Poll, 
respondents were asked about their political 
preference. The Poll analysts thought it would be 
interesting to correlate the political persuasion 
of the respondents with some of the 
demographic information compiled during the 
Poll to see if some of these stereotypes are real. 
Some surprising results emerged.
Of the 408 respondents, 160 (or 39 percent) 
claimed to be Democrats or leaning toward the 
Democratic side. A few more participants—181 
(or 44 percent)—said they were Republican or 
Republican-leaning. The remaining 67
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respondents (16 percent) claimed no party 
affiliation or sympathy.
For this analysis, we combined the Democratic 
and Democratic-leaning respondents into one 
category, and the Republican and Republican 
leaning respondents into another. Age was the 
first demographic characteristic examined, and 
we found virtually no differences between the 
two groups; Republicans and Democrats were 
represented in the various age categories in 
nearly equal proportions. For example, 39 
percent of the Democratic group was under 
thirty-five years of age, as compared with 41 
percent of the Republicans. From these results, 
then, it would appear that the Democrats do not 
have a corner on younger Montanans.
The next characteristic analyzed was formal 
educational background. We combined the 
several specific education categories into two 
major ones—those with a high school diploma 
or less, and those with at least some college 
education or more. Here there were some more 
pronounced differences by political preference. 
Sixty-two percent o f the Democratic 
respondents said they had only a high school 
education or less, with 38 percent reporting 
some or more college education. By contrast, 46 
percent of the Republicans said they had only a 
high school education, while over half—54 
percent—had at least some college. The GOP 
adherents responding to The Montana Poll 
definitely were the group with more formal 
education.
The urban versus rural, east-of-the-Divide 
versus west-of-the-Divide political stereotype is
a persistent one in Montana. Here the results 
were again surprising. We found that of Mon 
tana Poll respondents claiming to be Democrats, 
56 percent resided in the state's largest and more 
urbanized counties (Cascade, Flathead, Gallatin, 
Lewis and Clark, Missoula, Silver Bow, and 
Yellowstone). But almost the same proportion 
of Republicans — 57 percent — reported these 
counties as their place of residence. The 
remaining 44 percent of Democrats, and 43 
percent of Republicans said they lived in one of 
the state's other forty-nine counties. A study of 
the respondents' place of residence in relation 
to the Continental Divide also showed no 
significant difference between Republicans and 
Democrats. Sixty-eight percent of the 
Democratic respondents lived east of the Divide 
as did 71 percent of the Republicans. Our 
conclusion from The Montana Poll findings is 
that the two parties are similarly represented in 
the urban and rural and the eastern and western 
parts of the state.
The last characteristic examined was income, 
and this is the only one for which a stereotype 
seems to be true. Slightly over half of the 
Democratic respondents (about 51 percent) said 
their total household income in 1980, before 
taxes, was less than $15,000, while substantially 
fewer Republican respondents (about 31 per 
cent) were in that category. Even more indicative 
of the difference is that while 34 percent of the 
Democrats said they earned $20,000 or more in 
1980, almost half of the Republican respondents 
(48 percent) did so. In Montana at least, the 
Republican Party does seem to be attracting the 
more affluent.
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Population growth four times the state average; a 
large commuting population; one of the lowest per 
capita incomes in Montana; an apparently high 
number of retired residents: these are 
characteristics of the Ravalli County economy. 
What factors determine these patterns? What 
economic information is available? How can one 
measure the recent changes? These questions 
confront anyone attempting to analyze the 
economy of a small area. Ravalli County is an 
example of such an area.
There are many reasons why small area economic 
analysis is difficult. Reliable data are often un 
available and the usable data which are accessible 
are often out of date. Also, because small areas tend 
to have strong economic ties to larger urban areas 
nearby, precise measurement of the economic 
components of just the area or county is difficult.
To study the smaller areas in Montana, we use 
two major sources of data from the U.S. Depart 
ment of Commerce: the Census of Population and 
the Regional Economics Information System (REIS). 
Both these data sources have a significant time lag. 
The Census of Population is taken every ten years 
with publication of data following in subsequent 
years. The latest Census for which complete data 
are available is 1970, although some 1980 Census 
information is currently being released. The REIS 
data are produced annually, with an approximate 
sixteen month time lag; 1979 figures became 
available in April 1981.
Despite the shortcomings of the data, it is 
possible to assess the major components of the 
Ravalli County economy. Four overall economic 
indicators will be discussed: population, nonfarm 
labor income, total personal income, and per capita 
income. To eliminate the effects of inflation, all 
income figures, with the exception of those in table 
3, have been converted to 1972 dollars using the 
U.S. Department of Commerce implicit price 
deflator for personal consumption expenditures.
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Population
The 1980 Census of Population shows a substantial 
population gain for Ravalli County, from 14,409 
residents in 1970 to 22,493 in 1980. This represents 
an overall increase of just over 56 percent. Only one 
Montana county—Rosebud County—experienced 
a more rapid growth (64 percent) over the decade. 
The comparable figure for Montana was 13.3 
percent. A very large proportion, 93 percent, of 
Ravalli County's increase was due to persons 
moving into the county. The majority of the growth 
in population occurred in the northern portion of 
the county, which has become a “ bedroom 
community" of Missoula.
Figures on the age of the population in 1980 are 
not yet available; however. Census estimates for 
1970 indicate that Ravalli County had at that time a 
greater proportion of retired persons than the 
average for the state of Montana. Over 25 percent 
of Ravalli County's population was more than 55 
years of age in 1970, compared to 19 percent for 
Montana. A threshold of 55 years of age was used 
rather than 65 because some workers (including 
federal employees) are eligible for retirement at 
that age. Also, an unknown number of Ravalli 
County residents in this age group may be partially 
or semi-retired.
Evidence that the proportion of retired persons 
residing in Ravalli County has increased since 1970 
is contained in labor force estimates for 1970 and 
1980, prepared by the Current Population Survey of 
the U.S. Bureau of the Census. They indicated that 
in 1970 approximately 38 percent of Ravalli 
County's population was in the labor force, either 
working or looking for work. For the state as a 
whole the figure was 39 percent. By 1980, only 35 
percent of the county population was in the labor 
force, while in the state the proportion had risen to 
48 percent. Ravalli County's labor force grew 
substantially between 1970 and 1980, but did not 
grow as rapidly as its population. The opposite was 
true in Montana as a whole, where the labor force 
grew much more rapidly than population. Some of 
this difference must have been due to. the larger 
number of older people in Ravalli County.
Nonfarm labor income
Nonfarm labor income or earnings consists of 
wages and salaries, proprietors' income, and other 
labor income such as employers' contributions to 
private pension funds and workmen's compensa 
tion funds. In other words, it is income from 
participation in the nonfarm labor force. It does not 
include corporate profits.
Figure 1 
Nonfarm Earnings 
Ravalli County 
1970-1979 
(M illions of 1972 Dollars)
Source: U.S. Department o f Commerce, Bureau o f Economic Analysis, Regional
Economics Information System, unpublished data, Washington D.C., A p ril 1981).
Trends in real nonfarm earnings can be divided 
into three phases, as shown in figure 1. The first is 
the significant rise from $21 million (1972 dollars) in 
1970 to over $28 million (1972 dollars) in 1974. This 
represents an average annual increase of 6.2 
percent. The second phase corresponds to the 
nationwide recession of 1974 and 1975, with a 
decrease spanning two years. Beginning in 1976, 
nonfarm earnings began to rise at a faster rate than 
before the recession. They totaled over $36 million 
(1972 dollars) in 1979, for an average annual 
increase of 8.1 percent over the three-year period. 
The county's total gain in nonfarm earnings 
between 1970 and 1979 amounted to almost 74 
percent. This was significantly higher than the 
statewide increase of just over 52 percent.
Major sources o f personal income
This analysis of the sources of Ravalli County 
residents' income will focus on two comparisons. 
First the relative importance of the major com 
ponents of personal income in Ravalli County and 
Montana will be compared and then income 
components in Ravalli County will be discussed, 
highlighting the segments which contributed most 
to the county's growth during the seventies. All 
figures will be presented in 1972 dollar amounts 
and/or as a percentage of total personal income.
The population and labor force differences 
discussed above are reflected in the income figures 
for Montana and Ravalli County presented in table 
1. Montanans earned almost 68 percent of their
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income by participation in the labor force while 
Ravalli County residents received only 57 percent 
from such participation in 1979. Property income 
and transfer payments, which make up income not 
related to current participation in the labor force, 
assumed greater importance in the county, re 
flecting the larger proportion of older persons. 
Property income including dividends, interest, and 
rent provided almost one quarter of total personal 
income to Ravalli County residents in 1979 while 
contributing slightly more than 18 percent to the 
personal income of all Montanans.
Transfer payments consist of retirement 
payments, unemployment insurance, and income 
maintenance payments. In 1979, they provided 
about 18 percent of total personal income to Ravalli 
County residents compared to almost 14 percent to 
Montanans. Retirement related payments alone 
accounted for over 12 percent of total income in 
the county and only about 9 percent in the state.
Total personal income in Ravalli County in 
creased approximately $40 million between 1970 
and 1979, after adjustment for inflation. Just over 
half this increase—$21 million—came from par 
ticipation in the labor force, while slightly less than 
half—$19 million—came from growth in property 
income and transfer payments.
Income from participation in the labor 
force
In most Montana counties, an analysis of growth in 
the labor income or earnings of residents would
Table 1
D istribution of Personal Income 
by M ajor Component 
Ravalli County and Montana 
1970 and 1979 
(Percentage o f Total)
concentrate on which industry or industries 
contributed most to that growth. For Ravalli 
County, that honor goes to the “ working in 
Missoula”  contingent. As table 2 indicates, income 
earned outside Ravalli County (mostly in Missoula) 
increased almost 260 percent between 1970 and 
1979 and was the largest single contributor (8 
million 1972 dollars) to the growth in earnings. 
Among major county industries, tw o— 
manufacturing and government—were the chief 
contributors to the increase in labor income earned 
within the county. In combination, manufacturing 
and government provided approximately half the 
nonfarm labor income earned in Ravalli County in 
both 1970 and 1979 and 45 percent of the growth 
between those years.
Manufacturing in the county until recently was 
almost synonymous with “ wood products.”  Wood 
products still is by far the most important manufac 
turing activity. It consists of two large sawmills, 
several very small sawmills, numerous log home 
plants, and logging contractors. The income of an 
undetermined number of logging truck contrac 
tors are excluded from the wood products earnings 
data, although these persons do contribute 
significantly to the industry. Their income is 
reported in the transportation sector.
Other manufacturing activity in the county 
includes a plastics plant, a small steel fabrication 
plant, several wood stove manufacturers and a solar 
equipment manufacturer. Earnings in these in 
dustries expanded by 338 percent during the 1970s, 
but still accounted for less than 2 percent of total 
personal income in 1979.
The government sector was one of the slower- 
growing sectors during the 1970s, but it still 
provided more total earnings than any other 
nonfarm industry. The combined earnings of state 
and local government employees grew more 
rapidly than those of federal employees over the 
decade, but the federal government still provided a 
larger share of total earnings.
The Forest Service is the major federal agency 
involved, but the Rocky Mountain Laboratory in 
Hamilton and the U.S. Postal Service also figure 
prominently in the federal government portion of 
personal income.
The state and local sector is comprised of city and 
county government employees as well as those 
working for several state agencies, which include 
an agricultural experiment station and the highway 
department.
The fastest-growing industries in addition to the 
“ other manufacturing”  category, as measured by
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j f c k . - ‘ -.r— 1970 ■ . - - - - -  1379 — — -
Ravalli Ravalli
County Montana County Montana
Pee capita income (197! dollar*) 2,998 3,670 ' 3,767 ; 4/636
Total personal Income 100.0 100.0 100.0 100.0
Income from partic ipa tion  In 
the labor force 60.7 76,1 57.1 67.9
Income not related to  current 
labor force partic ipa tion  3 9 .3  25.9 42.9 32 . I
Property income 22.2 14.8 24.6 18.2
Transfer payments 17.1 I I . I  18.3 13.9
Retirement related 10.8 6.5 12.5 8,7
Social security and 
ra ilroad 8.2 5.2 8.5 6.5
Federal government 
(c iv il ia n  t m ilita ry ) 2 .3  0 . 8  3,4 I . 3
State and local
government 0.4 0.5 ■ . 0.5 ' .0:9
Other transfer payments 6.3 4-6 5-8 5.2'
Source: U.S, Department o f Commerce, Bureau o f Economic Analysis. Regional Economics 
Information System, unpublished data (Washington, D.C., A pril 1981)-
Note: Totals may not add due to rounding.
Table 2
Personal Income by M ajor Component 
Ravalli County 
1970 and 1979 
(Thousands o f 1972 Dollars)
Per ca p ita  income (1972 d o lla rs )
1970
Amount
2,998
Percent
o f
Total
1979
Amount
3, 767
Percent
o f
Total
Percentage Change 
1970-1979
25.7
Total personal income **3,594 100.0 83,957 100.0 92.6
Income from p a r t ic ip a t io n  in the
labor force 26,4714 60.7 47,934 57.1 81.1
Earned w ith in  the county 24,660 56.6 38,944 A6.4 57.9
Farm 3,629
to00 2,417 2.9 -33 .4
Nonfarm 21,031 48.2 36,527 43.5 73.7
P riva te 13,813 31.7 25,445 30.3 84.2
Construction 652 1-5 2,428 2.9 272.4
Manufacturing 3,379 7-8 6,321 7-5 87.1
Wood products 3,076 7-1 4,994 5.9 62.4
Other manufacturing 303 0.7 1,327 1.6 338.0
Transporta tion and p u b lic
u t i l i t i e s 1,499 3.4 2,468 2.9 64.6
Wholesale and r e ta i l
trade 4,052 9.3 6,371 7.6 57.2
Finance, insurance and
real es ta te 949 2.2 2,010 2 .A 111.8
Services 3,066 7-0 5,304 6.3 73.0
a
Other 216 0.5 543 0.6 154.9
Government 7,218 16.5 11,082 13.2 53.5
Federal government
( c iv i l ia n  and m il i ta ry ) 4,633 10.6 6,057 7.2 30.7
State and loca l government 2,585 5.9 5,025 6.0 94.4
Earned outside R ava lli County 3,179 7.3 11,430 13-6 259.5
Less personal co n trib u tio n s
fo r  soc ia l insurance -1,365 -3.1 -2,440 .-2 .9 78.8
Income not re la ted  to  current
labor force p a r tic ip a t io n 17,120 39.3 36,023 42.9 110.4
Property income 9,674 22.2 20,680 24.6 113.8
Transfer payments 7,446 17.1 15,343 18.3 106.1
Retirement re la ted 4,713 10.8 10,472 12.5 122.2
Social se c u rity  and ra ilro a d 3,564 8.2 7,145 8.5 100.5
Federal government
( c iv i l ia n  and m il i ta r y ) 992 2.3 2,883 3.4 190.6
State and loca l government 157 0.4 444 0.5 182.8
Other tra n s fe r payments 2,733 6.3 4,871 5.8 78.2
Source: U.S. Department o f Commerce, Bureau o f  Economic A na lys is , Regional Economics Inform ation System,
unpublished data, (Washington, D.C., A p r il 1981).
Note: Tota ls mav not add due to  rounding
aM in ing, a g r ic u ltu ra l se rv ices , fo re s try  and f is h e r ie s .
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earnings, were construction and finance, in 
surance, and real estate, with gains of 272 and 112 
percent, respectively. Given the rapid population 
growth in the county, these figures are not 
surprising. The two industries are still quite small, 
however, with construction earnings providing less 
than 3 percent of total personal income and 
finance, insurance, and real estate just over 2 
percent.
Farm earnings (proprietors' income plus wages 
and salaries of hired workers) declined in impor 
tance between 1970 and 1979. They provided well 
over $3 million or over 8 percent of personal 
income in 1970, compared to over $2 million or 
nearly 3 percent in 1979. Two factors may explain 
the decline: 1979 was not an especially good year 
for agriculture and therefore it may be misleading 
to use it as a comparison, and the amount of land 
devoted to farming and ranching is declining. 
According to a preliminary report of the 1978 
Census of Agriculture, the number of acres in farms 
in Ravalli County declined 16 percent between 1969 
and 1978. In addition, the labor earnings of 
agriculture represent net farm income and may not 
be an appropriate measure of economic impor 
tance because of the instability of farm prices.
A final comment on the labor income figures in 
table 2 relates to an adjustment factor for personal 
contributions to social insurance programs (social 
security). This deduction represents deferred 
income that will be paid at a later date in the form of 
retirement or other transfer payments.
Property income and transfer payments
We noted earlier that almost half the increase in 
Ravalli County personal income occurred in 
property income and transfer payments. We also 
attributed the importance of these two sources of 
income to the presence of a larger proportion of 
older and retired residents. Unfortunately, there is 
no way we can allocate property income among 
various age groups. Nor do we have figures on total 
retirement payments. We do have information 
concerning social security and railroad retirement 
programs, federal employee retirement payments, 
and state and local employee retirement benefits. 
Retirement benefits from private funds are not 
available separately and several other types of 
transfer payments including medical insurance and 
veterans' pensions and compensation have been 
excluded because they are paid to some persons 
who may not be retired. The retirement payments 
listed above more than doubled in Ravalli County 
between 1970 and 1979. In 1972 dollars they
amounted to less than $5 million or nearly 11 
percent of personal income in 1970 and over $10 
million or more than 12 percent in 1979, for an 
overall gain of 122 percent.
Social security and railroad retirement payments 
provided most of the retirement income in both 
years—over $3 million or 8 percent of total personal 
income in 1970 and $7 million or more than 8 
percent in 1979. This represented an overall 
increase of just over 100 percent.
Federal retirement payments were reported at 
just under $1 million or 2 percent of personal 
income in 1970 compared to almost $3 million or 
over 3 percent in 1979, for an overall increase of 
more than 190 percent. State and local government 
retirement payments also grew very rapidly 
between 1970 and 1979 but the actual amount of 
income was still relatively small at $444,000 in 1979.
Per capita income
Per capita income is often used as a measure of 
relative economic well-being. It is equal to total 
personal income divided by total population. Per 
capita income is traditionally low in Ravalli County. 
It rose during the 1970s from $2,998 (1972 dollars) in 
1970 to $3,767 (1972 dollars) in 1979 (table 1). This 
was an increase of almost 26 percent. State per 
capita income was reported at $3,670 (1972 dollars) 
in 1970 and $4,638 (1972 dollars) in 1979, also a 26 
percent increase. In both years, per capita income 
in Ravalli County was equal to about 80 percent of 
the average for all Montanans. For those who have 
difficulty envisioning 1972 dollars, the per capita 
income figures in table 3 provide county/state 
comparisons in current dollars for the year 1979.
Table 3 
Personal Per Capita Income 
by M ajor Component 
Ravalli County and Montana 
1979
In Current (1979) Dollars
Raval11 
County Montana
R a v a lli County 
as a Pei'oentage 
o f  Montana
Total per capita Income 6,111 7,528 81
Labor Income 3,489 5,114 68
Property income 1,505 1,369 n o
Transfer payments K 1.045 107
Source: U.S. Department o f Commerce, Bureau o f Economic Analysis, Regional
Economics Information System, unpublished data, (Washington, D.C., A p ril 
1981).
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This comparison, however, does not necessarily 
mean that Ravalli County residents are 20 percent 
less prosperous than other Montanans. Per capita 
incomes are low because earnings per capita are 
low. Earnings per capita are low (equal to only 68 
percent of the state figure) mostly because the ratio 
of workers to population is significantly lower in 
Ravalli County. Average earnings per worker 
appear to have been only about 7 percent below 
the state average in 1979.
Per capita property income and transfer 
payments, on the other hand, are higher than in 
Montana as a whole, once again reflecting the
larger proportion of retired residents. The higher 
property income indicates larger property 
holdings. Because of this, modest incomes may not 
always represent disadvantaged economic status. 
These comments underscore the difficulty of 
interpreting economic data for smaller areas. 
Special circumstances must be considered. By 
observing Ravalli County during the coming years 
we should be able to determine whether the 
economic trends pinpointed here will continue. 
The county's uniqueness—its proximity to Missoula 
County, its attractiveness as a place to spend the 
retirement years—has greatly influenced its 
economic health in recent years. □
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A gricu ltu re  has long been the major component 
of Montana's economic base. There has been 
concern that the long-range viability of Montana's 
most important industry may be threatened by 
urban sprawl and the apparent proliferation of 
subdivisions, as well as our nearly-completed 
interstate highway system. In this issue of the 
Economists' Notebook we will use some of the 
recently released findings from the 1978 Census of 
Agriculture to examine the trends in farm and 
ranch land in Montana.
In order to put things in perspective, we will first 
look at the long-range trends for the state as a 
whole. Table 1 presents data for total land in
Is Montana’s Agricultural 
Land Disappearing?
PAUL E. POLZIN
t
Table 1
Land in Farms and Land Use, Montana 
1940 to 1978 
(In Thousands of Acres)
19A0 191*5 1950 1951* 1959 1961* 1969 1971* 1978
Land in farms 1*6,452 58,787 59,21*7 61,1*69 61*,081 .65,833 62,918 62,158 62,251*
Total cropland U ,  789 11,318 13,929 11*,508 15,078 15,388 16,109 15,1*1*6 16,395
Harvested cropland 5,71*8 7,1*39 7,576 8,1*11* 8,159 7,813 7,937 8,1*27 8,809
Other cropland 9,0l)l 3,879 6,353 6,091* 6,919 7,575 8,172 7,019 7,586
Pasture and other 
land 31,663 1*7,1*69 1*5,318 1*6,961 1*9,003 59,1*1*5 1*6,809 1*6,712 1*5,859
Source: U.S. Bureau o f the Census, 1980 Census o f  A g r ic u ltu re ,  p re lim ina ry  reports  (Washington, D.C.,
1980) tab le  1.
farmland, cropland, and harvested cropland in 
Montana from 1940 to 1978. The total land in farms 
provides a general indication of the area devoted to 
agriculture, while the figures for cropland and 
harvested land provide a more accurate measure of 
trends for the more productive (and more valuable) 
acres. The U.S. Department of Agriculture defines a 
farm as "any place from which $1,000 or more of 
agricultural products were sold, or normally would 
have been sold, during the census year.”  There 
have been some minor changes in definition, but 
not between 1974 and 1978. These changes do not 
significantly affect the data in table 2.
Looking first at the total land area, the U.S. 
Bureau of the Census reports there were about 
62.25 million acres in farms and ranches in Montana 
during 1978. This was up slightly from the 62.16 
million acres in 1974. Over the long run, total 
agricultural land increased from about 46.45 million 
acres in 1940 to a peak of approximately 65.83 
million acres in 1964. There was a modest decline to 
62.92 million acres by 1969. Since then, however, 
total land in agriculture has remained relatively 
stable. In other words, there was no significant 
reduction in total farmland in Montana during the 
1970s, when urban expansion and subdivision 
activity was at its height.
There were about 16.40 million acres of cropland 
in Montana during 1978. Harvested cropland 
amounted to about 8.81 million acres. Both figures 
were greater than the corresponding 1974 values 
and, in fact, represented all-time peaks. In short, 
there appears to have been no acreage loss of 
cropland and harvested cropland during those four 
years.
Statewide trends may be misleading because 
significant withdrawals of land from agriculture 
near urban regions may be masked by opposite 
trends in rural areas. In order to investigate this 
possibility, table 2 presents data for total land in 
farms and total cropland during 1974 and 1978 in 
the six largest urban counties in Montana plus 
Ravalli County, where subdivision activity has been 
an important local issue.
Looking first at total agricultural land, the data do 
not reveal a clear trend. Four of the counties 
(Cascade, Flathead, Ravalli, and Yellowstone) did 
experience a decline between 1974 and 1978. Total
Table 2
Land in Farms and Total Cropland 
Montana and Selected Counties 
1974 and 1978 
(In Thousands of Acres)
--------Land In Farms — V —— -  Total Cropland ——
Change Change
197*1 1978 197**78 197*  1978 197**78
Total Nontana 62,158 62,25* 96 I5.**6 16.395 9*9
Cascade County 1 ,*02 1.353 -*9 *38 *6* 26
Flathead County 332 327 -5 '-' -• 121 120 -1
G alla tin  County 838 895 57 275 28* 9
Lewis t Clark 
County 9*6 97* 28 106 122 16
Hlssoula County 262 283 21 50 51 1
Ravalli County 268 2*7 -21 88 96 8
Yellowstone County 1.385 1,339 -46 316 335 19
Tota l, a l l  other 
counties 56,725 56,836 111 l*,052 l*,923 871
Source: U.S. Bureau of the Census, 1978 Canaua of Agriculture, prelim inary
reports (Washington, D.C., 1980) table 1.
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cropland, on the other hand, actually increased 
from 1974 to 1978 in all the counties except Flathead 
County; even there, the decline was only about 
1,000 acres.
Changes in land ownership and cropping 
practices, which may affect agricultural productivi 
ty, are not reflected in the census data. For 
example, benchland put into crop production for 
the first time may not compensate for the loss of an 
equivalent number of acres converted to residen 
tial use on the valley floor. Or, converting a 300 acre 
irrigated ranch into ten ranchettes of 30 acres may
significantly affect the total agricultural output of 
this land.
In summary, the 1974 and 1978 Census of 
Agriculture reports do not show significant reduc 
tions in agricultural land in the urban counties or 
statewide. We should interpret this with caution, 
however; urban expansion and subdivisions may 
have significant impacts in certain areas and we may 
sometimes have substituted less productive land 
for prime agricultural acres. These figures do 
suggest, however, that these problems have not yet 
reached a scale where they pose a serious threat to 
the long-term viability of agriculture in Montana.
□
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The Montana Population by Race 
and Ethnic Origin
MARY L. LENIHAN
w hile there have been significant increases 
within some segments of Montana's nonwhite 
population over the past ten years, these com 
ponents comprise such a small proportion of the 
total population that the state's racial makeup has 
not changed appreciably. Recent data show that 
most Montana residents are white. A comparison 
with 1970 Census figures indicates that the overall 
proportion of nonwhite Montanans has increased 
only slightly over the last ten years.
Montana Population
1970 1980
Total population 694,409 786,690
White 663,043 740,148
Percentage o f total 95.5 94.1
Nonwhite 31,366 46,542
Percentage o f total 4.5 5.9
The nonwhite population includes blacks, Indians, 
Asians, and other racial categories. The population 
count figures are derived from 1980 Census figures, 
and indicate Montana's population as of the April 1, 
1980, census date.
The Census Bureau obtained information on race 
through self-identification; that is, the data indicate 
the racial category with which people identified 
themselves while completing the Census question 
naire. Five racial groups were used:
W h ite . This category includes those who iden 
tified themselves as white, or who entered a 
response suggesting European origin.
Black. Includes persons who indicated their race 
as black or Negro. Also includes those who listed 
entries such as Jamaican, black Puerto Rican, West 
Indian, Haitian, Nigerian, etc.
A m erican Ind ian , Eskimo, and A le u t. In addition 
to those who classified themselves in this category, 
this group also includes those who listed any 
specific American Indian tribe.
Asian and Pacific Islander. This category is 
comprised of those who listed their race or racial 
origin as Japanese, Chinese, Filipino, Korean, Asian 
Indian, Vietnamese, Hawaiian, Guamanian, or 
Samoan.
O th e r. Includes Asian and Pacific Islander groups 
not identified separately, such as Cambodian, 
Indochinese, Pakistani, Indonesian, and Fiji 
Islander, as well as other races not included in the 
other four specific categories listed.
Table 1 shows the specific breakdown by racial 
categories for Montana in 1970 and 1980. The white 
population grew steadily; its 13 percent increase 
from 663,043 in 1970 to 740,148 reflects the state's 
total population growth rate of 13 percent for those 
ten years.
There were changes within the specific racial 
categories. The state’s black population declined
44
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the 1980 Census
slightly, while the Indian, Asian, and ' ‘other”  
segments of the population increased. Most 
notable were the increases in the Indian popula 
tion, which now represents close to 5 percent of the 
population as compared to under 4 percent in 1970, 
and those in the “ other”  category. Due to these 
increases, the black population is now the smallest 
individual racial category in the state.
Table 2 shows the population counts by race for 
Montana counties as of April 1, 1980. It indicates 
that most members of Montana's black population 
reside in Cascade and Yellowstone counties. The 
Indian population is scattered throughout the state, 
but most live on reservations in Big Horn, Blaine, 
Glacier, Hill, Lake, Roosevelt, Rosebud, and 
Yellowstone counties. Missoula, Great Falls, and 
Billings also contain large Indian populations. The 
state's Asian population also is scattered across the 
state, with concentrations in Cascade, Missoula, 
and Yellowstone counties. Some of these Asian 
residents are Vietnamese refugees who settled in 
the state at the conclusion of the Vietnam War in 
the mid-1970s.
There was a dramatic increase in the state's 
“ other”  racial category over the last ten years, 
though its actual numbers remain small in com 
parison with the total population. Because it is a 
“ catch-all”  category for those residents whose 
racial groups do not coincide with the other listed 
categories, it is difficult to pinpoint changes. An 
explanation which might account for at least part of 
the increase is related to the influx of other
Table 1 
Population Counts by Race 
Montana 
1970 and 1980
Whi te
Percentage o f  t o t a l
1970
663,0*3
95.5
1980
7 *0 ,1*8  
94.1
Black 
Percentage o f  t o t a l
1,995 
0 .3
1,786
0 .2
Ind ian  
Percentage o f  t o t a l
27,130
3 .9
37,270
4 .7
Asian 
Percentage o f  t o t a l
1 , 3 0 1  
0 .2
2,503
0 .3
Other
Percentage o f  t o t a l
9*0
0 .1
*,983  
0 .6
T o ta l 6 9 *,*0 9 786,690
Source: U.S. Bureau o f the  Census (Washiing to n , D .C .).
refugees from Indochina. In addition to Viet 
namese refugees, Laotian, Cambodian, and other 
Indochinese refugees settled in the state after the 
fall of Vietnam. However, these refugees are 
classified in the “ other”  category rather than in the 
Asian and Pacific Islander group. Missoula and 
nearby Ravalli County attracted many of these new 
residents, and the “ other”  category for both 
counties reflects this.
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Table 2
Population Counts by Race and Spanish O rigin 
Montana Counties 
1980
County 
Anaconda-Deer Lodge
Tota l
12,518
Whi te  
12,170
B1 ack 
1*0
---- -----— R a c e ------------------- -
American Ind ian Asian and 
Eskimo and P a c if ic  
A le u t Is lan de r
21*7 21*
Other
37
Spanish
O rig in
136
Beaverhead 8,186 8,050 1* 100 16 16 51*
Big Horn 11,096 5,781 5 5,126 1*9 135 298
B la ine 6,999 1* ,764 2 2,220 5 8 50
Broadwater 3,267 3,221* 2 27 6 8 28
B u tte -S ilv e r  Bow 38,092 37,106 1*2 539 135 270 827
Carbon 8,099 8,019 3 32 20 25 1*6
C arte r 1,799 1,792 — 6 — 1 20
Cascade 80,696 76,013 981 2,670 i*8l 551 1,336
Chouteau 6,092 5,883 1 203 2 3 11*
Custer 13,109 12,818 i* 185 31 71 201*
Danie ls 2,835 2,806 — 16 9 1* 8
Dawson 11,805 11,662 5 78 23 37 72
F a llon 3,763 3,739 — 10 6 8 17
Fergus 13,076 12,905 8 125 17 21 62
Flathead 51,966 51,086 37 552 139 152 367
G a lla t in 1*2,865 1*2,023 36 1*58 192 156 328
G a rfie ld 1,656 1,650 — 6 — — —
G la c ie r 10,628 5,703 3 1*. 882 6 31* 58
Golden V a lle y :1,026 1,010 5 3 1 7 7
Grani te 2,700 2,660 __ 27 2 11 li*
H i l l 17,985 15,539 9 2,293 77 67 138
Je ffe rso n 7,029 6,869 2 115 23 20 69
J u d ith  Basin 2,646 2,629 — 10 — 7 16
Lake 19,056 15,803 20 3,162 20 51 206
Lewis and C lark 1*3,039 1*1,839 57 771 155 217 366
Li be rty 2,329 2,309 — 13 * 1* 3 6
L inco ln 17,752 17,371* 7 232 1*8 91 176
McCone 2,702 2,690 — 8 2 2 1
Mad i son 5,1*1*8 5,391* — 30 7 17 i*l*
An e th n ic  group. Persons o f Spanish o r ig in  may be o f  any race.
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Source: U.S. Bureau o f  the  Census. "Montana: F ina l P opu la tion  and Housing U n it C oun ts ," PHC80-28-V,
February, 198I .
County
Meagher
T o ta l
2,15**
W hite
2,140
Arne
E
Black
-------  Race ------
srican Ind ian  
iskimo and 
A le u t
10
Asian and 
P a c i f ic  
Is la n d e r
1
Other
3
Spani sh 
O r ig in
7
M inera l 3,675 3,599 — 45 15 16 36
M issoula 76,016 73,532 139 1,358 302 685 644
Mussel she11 4,428 4,399 2 13 3 1 1 23
Park 12,660 12,561 2 62 18 17 71
Petroleum 655 645 1 5 4
Phi 11ips 5,367 4,971 — 362 13 21 28
Pondera 6,731 6,050 1 655 7 18 63
Powder R iver 2,520 2,475 — 33 6 6 15
Powe11 6,958 6,735 12 169 15 27 58
P r a ir ie 1,836 1,799 ___ 24 6 7 29
Rava11i 22 ,**93 21,996 37 160 57 243 305
R ichland 12,243 11,949 5 114 16 159 266
Roosevelt 10,467 6,527 — 3,865 36 39 67
Rosebud 9,899 7,377 8 2,433 35 46 157
Sanders 8,675 8,241 6 393 21 14 81
Sheridan 5,414 5,346 5 38 19 6 30
St i 11water 5,598 5,558 — 31 9 17
Sweet Grass 3,216 3,195 — 14 6 1 5
Teton 6,491 6,398 — 81 4 8 26
Toole 5,559 5,468 1 83 3 4 33
Treasure 981 958 — 4 1 18 34
V a lle y 10,250 9,292 5 890 36 27 98
Wheatland 2,359 2,345 — 8 3 3 14
Wi baux 1,476 1,466 — 5 5 7
Yellow stone 108,035 103,546 289 2,268 372 1,560 2,891
Yellow stone
N a tiona l Park 275 270 — 1 4 jg l§ 1
Montana 786,690 740,148 1,786 37,270 2,503 4,983 9,974
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Source: U.S. Bureau o f  the  Census. "Montana: F in a l P op u la tion  and Housing U n it C oun ts ," PHC80-28-V
February, 1981.
An e th n ic  group. Persons o f  Spanish o r ig in  may be o f  any race.
Table 3
1980 Population by Race and Spanish 
O rigin as Percentage of Total Population
Whi te Black
American Ind ian 
Eskimo and 
A leu t
Asian and P a c if ic  
1 s lander Other T o ta l3
Spanish
O r ig in 0
Montana 9A. 1 0.2 *♦.7 0.3 0.6 100.0 1 -3
Rocky Mountain 
Reg i onc 87.6 2 .A 3.2 0.9 6.0 100.0 12,7
United States 83-2 11.7 0.6 1.5 3-0 100.0 6 .A
Source: U.S. Bureau o f Census (Washington, D .C .).
**May not add to  100.0 due to  rounding.
bAn e th n ic  group. Persons o f  Spanish o r ig in  may be o f  any race. 
c ln1cudes A rizona , Colorado, Idaho, Montana, Nevada, New Mexico, Utah, and Wyoming.
Spanish O rig in . In addition to listing the popula 
tion counts by race, table 2 also shows that portion 
of the Montana population classified as being of 
Spanish origin. Spanish origin is not a racial 
category; persons of Spanish origin may be of any 
race. Included in this category are those who 
identified themselves as being of Mexican, Puerto 
Rican, Cuban, or other Spanish/Hispanic descent 
when completing their 1980 census questionnaire.
Census figures for 1980, as indicated in table 2, 
indicate that currently there are about 10,000 
Montanans of Spanish origin. Over one-fourth of 
them reside in Yellowstone County. Sizable
numbers of persons of Spanish descent are also 
found in Cascade, Silver Bow, and Missoula coun 
ties.
Finally, as a brief comparison, table 3 shows the 
percentage of total population by racial groups and 
Spanish origin for Montana, the Rocky Mountain 
Region, and the United States. In only one racial 
category—American Indian—does Montana s
proportion of the population exceed that of either 
the Rocky Mountain states as a whole or the United 
States. Since Montana has more Indian reservations 
than any other state, that is hardly surprising. □
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